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Preface

The federal budget is the principal policy statement of the President’s fiscal priorities
and proposals for allocating expenditures and taxes. The budget also functions as a
framework and reference point for congressional budgetary actions. Because of the
budget’s economic, social, and political importance and its role in providing the
information needed to assess program efficiency and effectiveness, an understanding
of budget concepts is essential. Budgetary terms and definitions must also be under-
stood in order to consider and implement changes in the budgetary or financial
management process.

This exposure draft of the revised Glossary of Terms Used in the Federal Budget
Process proposes to replace the third edition of the Glossary, issued in March 1981. It
fulfills part of GAO’s statutory responsibility (31 U.S.C. 1112) to publish standard
terminology, definitions, classifications, and codes for federal fiscal, budgetary, and
program-related information. This Glossary is a basic reference document for the
Congress, federal agencies, and others interested in the federal budget-making pro-
cess. Like previous editions, this revision emphasizes budget terms, but relevant
economic and accounting terms are also defined to help the user appreciate the
dynamics of the budget process. It also distinguishes between any differences in
budgetary and nonbudgetary meanings of terms.

For this edition we have reviewed all terms in the 1981 edition and made additions,
revisions, or deletions. New material includes a discussion of the Balanced Budget
and Emergency Deficit Control Act of 1985, as amended (2 U.S.C. 900-922), more
commonly referred to as Gramm-Rudman-Hollings. We have identified terms included
in the Budget Enforcement Act of 1990, the most recent amendment to Gramm-
Rudman-Hollings.

The Glossary is by no means an exhaustive list of terms related to the budget. We
decided to include only those commonly used terms that are most significant in the
congressional and executive budget processes. Executive, legislative, and other
budget experts participated in the selections and definitions of the Glossary terms.
While every effort was made to resolve differences, the final selections and definitions
were made by GAO.

GAO welcomes recommendations on changes to this exposure draft. Comments may
be sent to Paul Posner, Director, Budget Issues, Accounting and Financial Management
Division, U.S. General Accounting Office, 441 G Street NW, Room 6820, Washington,
D.C. 20548.

g 4

Donald H. Chapin
Assistant Comptroller General
Accounting and Financial Management Division
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Terms and Definitions

Account

A separate financial reporting unit for budget, management, and/or accounting
purposes. All budgetary transactions are recorded in accounts, but not all ac-
counts are budgetary in nature (that is, some accounts do not directly affect the
budget but are used purely for accounting purposes). Budget (and off-budget)
accounts are used to record all transactions within the budget (or off-budget),
whereas other accounts (such as deposit fund, credit financing, and foreign
currency accounts) are used for accounting purposes connected with funds that
are nonbudgetary in nature. The Budget Enforcement Act defines “account” as an
itern for which appropriations are made in any appropriation act; for items not
provided for in appropriation acts, “account” means an item for which there is a
designated budget account identification code number in the President’s budget.
(See also Credit Reform Act Accounts under Credit Reform.)

Account in the President’s Budget: Expenditure/
Appropriation and Receipt Accounts Classified by Fund

Types

Accounts used by the federal government to record outlays (expenditure ac-
counts) and income (receipt accounts) primarily for budgeting or management
information purposes but also for accounting purposes. All budget (and off-
budget) accounts are classified as being either expenditure or receipt (including
offsetting receipt) accounts and by fund group. Budget (and off-budget) transac-
tions fall within either of two fund groups: (1) federal funds and (2) trust funds.

All federal fund and trust fund accounts are included within the budget (that is,
they are on-budget) unless they are excluded from the budget by law. Federal and
trust funds excluded from the budget by law are classified as being off-budget.
The term off-budget differs from the term non-budgetary. Non-budgetary refers
to activities (such as the credit financing accounts) that do not belong in the
budget under existing concepts, while off-budget refers to accounts that belong
on-budget under budget concepts but that are excluded from the budget under
terms of law.

Federal Fund Accounts

Accounts composed of moneys collected and spent by the federal government
other than those designated as trust funds. Federal fund accounts include general,
special, public enterprise, and intragovernmental fund accounts.
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Terms and Definitions

General Fund Accounts. Federal fund accounts composed of all federal money
not allocated to any other fund account.

General Fund Receipt Account. A receipt account credited with all collections
that are not earmarked by law for a specific purpose. These collections are
presented in the Budget of the United States Government as either governmental
(budget) receipts or offsetting receipts. These include taxes, customs duties, and
miscellaneous receipts.

General Fund Expenditure Account. An appropriation account established to
record amounts appropriated by law for the general support of federal government
activities and the subsequent expenditure of these funds. It includes spending
from both annual and permanent appropriations.

Special Fund Accounts. Federal fund accounts earmarked by law for a specific
purpose.

Special Fund Receipt Account. A receipt account credited with collections that
are earmarked by law but included in the federal funds group rather than classi-
fied as trust fund collections. These collections are presented in the Budget of the
United States Government as either governmental (budget) receipts or offsetting
receipts. (See also Earmarking.)

Special Fund Fxpenditure Account. An appropriation account established to
record appropriations, obligations, and outlays financed by the proceeds of
special fund receipts. (See also Earmarking.)

Public Enterprise Revolving Fund Accounts. Expenditure accounts autho-
rized by law to be credited with offsetting collections, primarily from the public,
that are generated by and earmarked to finance a continuing cycle of business-
type operations. Such funds may be financed in part from appropriations.

Intragovernmental Fund Accounts. Expenditure accounts authorized by law
to facilitate financing transactions primarily within and between federal agencies
on a revolving fund basis.

Intragovernmental Revolving Fund Account. An appropriation account autho-
rized to be credited with collections, primarily from other agencies and accounts,
that are earmarked to finance a continuing cycle of business-type operations,
including working capital funds, industrial funds, stock funds, and supply funds.
(See also Working Capital Fund.)
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Terms and Definitions

Management Fund Account. An account authorized by law to credit collections
from two or more appropriations to finance activity not involving a continuing
cycle of business-type operations. Such accounts do not generally own a signifi-
cant amount of assets such as supplies, equipment, or loans, nor do they have a
specified amount of capital provided--a corpus. The Navy Management Fund is an
example of such an account.

Consolidated Working Fund Accounts are a subset of management funds. These
are special working funds established under the authority of Section 601 of the
Economy Act (31 U.S.C. 1535, 1536) to receive advance payments from other
agencies or accounts. Consolidated working fund accounts are not used to
finance the work directly but only to reimburse the appropriation or fund account
that will finance the work to be performed. Amounts in consolidated working
fund accounts are available for the same periods as those of the accounts advanc-
ing the funds. Consolidated working fund accounts are shown as separate ac-
counts on the books of Treasury, but are not separately identified in the
President’s budget. Transactions of these accounts are included in the presenta-
tion of the appropriation or fund account actually performing the service or
providing the materials.

Trust Fund Accounts

Accounts designated as “trust funds” by law, regardless of any other meaning of
the words “trust fund.” A trust fund account is usually either a receipt or an
expenditure account. A trust revolving fund, however, receives offsetting collec-
tions authorized to be credited to an expenditure account. (See also Earmarking.)

Trust Fund Receipt Account. A receipt account credited with collections classi-
fied as trust fund collections. These collections are presented as either govern-
mental (on-budget or off-budget) receipts or offsetting receipts.

Trust Fund Expenditure Account. An appropriation account established to
record amounts appropriated to finance programs specified by law as being trust
funds. Such funds may be on-budget or off-budget.

Trust Revolving FPund Account. A trust fund expenditure account that is an

appropriation account authorized to be credited with collections and used to carry
out a cycle of business-type operations in accordance with statute.
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Terms and Definitions

Account in Treasury’s Annual Report Appendix:
Appropriation and Fiscal Year Accounts Classified by
Fund Types

An account established in the Treasury that records appropriations and other
budgetary resources provided to it by appropriations and authorizations statutes
and transactions affecting the account.

In some respects, these accounts are different from the accounts in the Presi-
dent’s budget. Unlike those in the President’s budget, they do not include expen-
diture accounts. In addition, Treasury establishes a separate account for each
annual, multiyear, or no-year appropriation and identifies it by a designation of the
fiscal year(s) for which amounts are available for obligation. However, for the
purposes of presentation of data in the President’s budget, appropriations to an
account with the same or similar titles for the years covered by the budget are
considered to be a single account.

Accounts for Purposes Other Than Budget Presentation

Deposit Fund Accounts

Nonbudgetary accounts established to account for collections that are either

(a) held temporarily and later refunded or paid upon administrative or legal
determination as to the proper disposition thereof or (b) held by the government
as banker or agent for others and paid out at the direction of the depositor.
Examples include savings accounts for military personnel; state and local income
taxes withheld from federal employees’ salaries; and payroll deductions for the
purchase of savings bonds by civilian employees of the government. Deposit fund
balances are accounted for as liabilities of the federal government. These ac-
counts are not included in the budget totals because the amounts are not available
for government purposes. However, since the cash in the accounts is used by
Treasury to satisfy immediate cash requirements of the government, to the extent
that they are not invested in federal debt, changes in deposit fund balances are
shown as a means of financing the deficit in the budget.

Foreign Currency Fund Accounts

Accounts established in Treasury for foreign currency that is acquired without
payment of United States dollars. An example of such accounts are those set up
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through the Agricultural Trade Development and Assistance Act (7 U.S.C.
1691-1736g).

Receipt Clearing Accounts
Accounts set up to hold general, special, or trust fund receipts temporarily,
pending credit to the applicable f deral or trust fund receipt accounts.

Transfer Appropriation Accounts

Accounts established to receive and disburse allocations. Such allocations and
transfers are not adjustments to budget authority or balances of budget authority.
Rather, the transactions and any adjustments therein are treated as nonexpen-
diture transfers at the time the allocation is made. The accounts carry symbols
that identify the original appropriation from which moneys have been advanced.
Transfer appropriation accounts are symbolized by adding the receiving agency’s
department prefix to the original appropriation or fund account symbol. In some
cases, a bureau suffix is added to show that the transfer is being made to a
particular bureau within the receiving department. For budget purposes, transac-
tions in the transfer accounts are reported with the transactions in the parent
accounts. (See also Allocation; Nonexpenditure Transfer under Transfer.)

Accounts Listed in the Standard General Ledger

See under Standard General Ledger Chart of Accounts

Accounts Payable

Amounts owed to others for goods and services received, assets acquired, and
amounts received but not yet earned. For reporting purposes, according to OMB
Circular A-34, “accounts payable, net,” consists of (a) the amount owed by an
account for goods received and services performed but not yet paid for, (b) the
amount of income that has been received by an account but not yet earned, and
(c) as offsets, accounts receivable and the amount of advances made by the
account for which goods have not yet been received or services performed. (See
also Accounts Receivable.)
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Terms and Definitions

Accounts Receivable

Amounts due from others for goods furnished and services rendered. Such
amounts include reimbursements earned and refunds receivable. (See also
Accounts Payable.)

Accrued Expenditure

See under Expended Appropriations

Adjustments to Discretionary Spending Limits (Budget
Enforcement Act Term)

Changes in discretionary spending limits calculated by the Office of Management
and Budget for certain purposes specified in the Budget Enforcement Act. Such
adjustments must be made and reported in the discretionary sequestration reports
issued by CBO and OMB and in the President’s budget. (See Appropriations under
Budget Authority; Budget Enforcement Act; Preview Reports under Sequestration
Reports; Emergency Legislation.)

Adjustment for Changes in Concepts and Definitions

An adjustment to discretionary spending limits due to differences between
baseline levels of outlays and new budget authority calculated using old concepts
and definitions and those levels calculated using new concepts and definitions.
Some changes in concepts and definitions, such as credit reform and the redefini-
tion of budget authority to include authority to collect offsetting receipts, arose
from the Budget Enforcement Act. Proposed changes that are not a result of the
Budget Enforcement Act must be made in consultation with the House and Senate
Committees on Appropriations and the Budget, the House Committee on Govern-
ment Operations and the Senate Committee on Governmental Affairs. (See also
Budget Authority; Credit Reform.)

Adjustment for Changes in Inflation

An adjustment to discretionary spending limits due to differences between actual
inflation and the amount originally assumed in the Budget Enforcement Act
(BEA). The adjustment compensates for inflation and misestimates of inflation at
the time BEA was enacted. The act states that inflation is to be measured by the
average estimated gross national product implicit price deflator index for the
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Terms and Definitions

fiscal year divided by the average index for the prior fiscal year. (See also Budget
Enforcement Act; Implicit Price Deflator; and Inflator.)

Adjustment for Special Allowance for Discretionary New
Budget Authority

Under the Budget Enforcement Act, an adjustment required to be made by OMB to
the discretionary spending limits for new budget authority and associated outlays
by specified amounts in the domestic and international categories. The Budget
Enforcement Act sets forth formulas for calculating the special allowances. (See
also Category of Discretionary Spending.)

Adjustment for Special Outlay Allowance

An increase in the outlay limit required by the Budget Enforcement Act if outlays
exceed a discretionary spending limit but new budget authority does not exceed
that limit. The act specifies separate special outlay allowances by category for
fiscal years 1991, 1992, and 1993. For fiscal years 1994 and 1995, the act provides
an allowance for total discretionary spending. This special allowance is intended
to insulate the legislative process from estimating differences between CBO and
OMB. (See also Category of Discretionary Spending.)

As-Used Adjustment

An adjustment to discretionary spending limits that arises only to the extent that
an amount is appropriated for a certain purpose. Such an adjustment includes
those made for the following purposes: additional funding for the Internal Rev-
enue Service (within stated ceilings), debt of Egypt and Poland forgiven in calen-
dar years 1990 and 1991, credit reestimates, additional funding for the Interna-
tional Monetary Fund and for emergency appropriations.

Adjustments to Maximum Deficit Amounts (Budget
Enforcement Act Term)

Changes by the President to the deficit target (known as the “maximum deficit
amount” and set forth by the Congressional Budget Act, as amended) to reflect up-
to-date reestimates of economic and technical assumptions and any changes in
concepts and definitions. In the budget for fiscal years 1992 and 1993, the Presi-
dent must adjust the maximum deficit amount for the budget year and the
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Terms and Definitions

outyears through 1995. The President may choose to adjust the maximum deficit
amount for technical and economic assumptions and changes in concepts and
definitions in fiscal year 1994. An adjustment for fiscal year 1995 may not be
made unless there has already been an adjustment for fiscal year 1994. The
maximum deficit amount must be adjusted by the amount of the adjustment to the
discretionary spending limits applicable for each fiscal year. (See also Adjust-
ments to Discretionary Spending Limits; Maximum Deficit Amount; Outyear; Up-
to-Date.)

Administrative Division or Subdivision of Funds

Any distribution of an appropriation or fund made pursuant to the Antideficiency
Act (31 U.S.C. 1512 and 1514). Overobligation or overexpenditure of the following
administrative divisions of funds are always violations of the Antideficiency Act:
apportionments, allotments, and suballotments. (See also Allotment;
Antideficiency Act; Antideficiency Act Violation; Apportionment; Limitation.)

Advance

An amount paid prior to the later receipt of goods, services, or other assets.
Advances are ordinarily made only to payees to whom an agency has an obliga-
tion, and they do not exceed the amount of the obligation. A common example is
a travel advance, which is an amount made available to an employee prior to the
beginning of a trip for costs incurred in accordance with the Travel Expense Act
of 1949 (5 U.S.C. 5705) and in accordance with standardized government travel
regulations. (See also Undelivered Orders.)

Advance Appropriation

Budget authority provided in an appropriation act which is first available in a
fiscal year beyond the fiscal year for which the appropriation act is enacted. The
amount is not included in the budget totals of the year for which the appropriation
bill is enacted but rather in those for the fiscal year in which the amount will
become available for obligation. (For a distinction, see Advance Funding;
Multiple-Year Authority under Duration under Budget Authority.)

Advance Funding

Budget authority provided in an appropriation act to obligate and disburse (out-
lay) in the current fiscal year funds from a succeeding year’s appropriation. The
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Terms and Definitions

funds so obligated increase the budget authority for the fiscal year during which
they are obligated and decrease it for the succeeding fiscal year. Advance funding
is a means to avoid making supplemental requests late in the fiscal year for
certain entitlement programs in cases where the appropriations for the current
year prove to be insufficient. (For a distinction, see Advance Appropriation;
Multiple-Year Authority under Duration under Budget Authority.)

Agency

Under the broadest definition of the term, a department, agency, or instrumental-
ity of the U.S. government (31 U.S.C. 101). However, statutes or regulations often
include specific definitions of the term “agency” (or related terms like “executive
agency” or “federal agency”) which delineate their effect. For example, the
provisions of the Budget and Accounting Act of 1921, which relate to the prepara-
tion of the President’s budget, specifically define “agency” to include the District
of Columbia government but exclude the legislative branch or the Supreme Court
(31 U.S.C. 1101), even though the budget of the District of Columbia government
is excluded from the federal budget, whereas the legislative and judicial branches
are treated as agencies for purposes of the budget.

Agency Mission

Responsibility assigned to a specific agency for meeting national needs. An
agency mission expresses the purpose of the programs of that agency and its
component organizations. National needs are generally described in the context
of the budget functional classification system as major functions, while agency
missions are generally described in the context of subfunctions. (See also Func-
tional Classification; Mission Budgeting; National Needs.)

Alloeation

For the purposes of budgeting, an allocation is the amount of budget authority
transferred from one agency, bureau, or account that is set aside in a transfer
appropriation account to carry out the purposes of the parent appropriation or
fund. (The appropriation or fund from which the allocation is made is called the
parent appropriation or fund.) For example, an allocation is made when one or
more agencies share the administration of a program for which appropriations are
made to only one of the agencies or to the President. Transactions involving
allocation accounts appear in the Object Classification Schedule, with the corre-
sponding Program and Financing Schedule, in the Budget of the United States
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Terms and Definitions

Government. (For detailed discussion on the treatment of Object Classification—
With Allocation Accounts, see OMB Circular A-11, revised. See also Object
Classification; Transfer; Transfer Appropriation Accounts under Account for
Purposes Other Than Budget Presentation.)

For purposes of section 302(a) and 602(a) of the Congressional Budget and
Impoundment Control Act of 1974 (2 U.S.C. 633), an allocation is the distribution
of spending authority and outlays to relevant committees based on the levels
contained in a concurrent resolution on the budget. (See also Committee Alloca-
tion.)

Allotment

An authorization by either the agency head or another authorized employee to his/
her subordinates to incur obligations within a specified amount. Each agency
makes allotments pursuant to specific procedures it establishes within the general
requirements stated in OMB Circular A-34. The amount allotted by an agency
cannot exceed the amount apportioned by the Office of Management and Budget.
(See also Administrative Division or Subdivision of Funds; Apportionment;
Reapportionment.)

Allowance

An amount included in the President’s budget request or included in a projection
in a congressional resolution on the budget to cover possible additional proposals,
such as contingencies for programs whose expenditures are controllable only by
statutory change and other requirements. As used by the Congress in the concur-
rent resolutions on the budget, an allowance represents a special functional
classification designed to include an amount to cover possible requirements. An
allowance remains undistributed until the contingency on which it is based
occurs; then it is distributed to the appropriate functional classification. For
agency budgetary accounting and fund control purposes, an allowance is a subdi-
vision of an allotment. (For treatment of undistributed allowances, see function
920 in “Federal Programs by Function” in the Budget of the United States Govern-
ment.) (For more details on the government accounting definition, see U.S
Government Standard General Ledger.) (See also Adjustments for Special
Allowance for Discretionary New Budget Authority and Adjustment for Special
Outlay Allowance under Adjustments to Discretionary Spending Limits.)
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Antideficiency Act

Enacted legislation which

» prohibits the making of expenditures or the incurring of obligations prior to
appropriations,

¢ prohibits the incurring of obligations or the making of expenditures (outlays) in
excess of amounts available in appropriation or fund accounts unless specifi-
cally authorized by law (31 U.S.C. 1341(a)),

* requires agencies to apportion appropriated funds and other budgetary re-
sources (31 U.S.C. 1512),

* requires a system of administrative controls within each agency (see 31 U.S.C.
1514 for the administrative divisions established),

¢ prohibits incurring any obligation or making any expenditure (outlay) in excess
of an apportionment or reapportionment or in excess of other subdivisions
established pursuant to 31 U.S.C. 1513 and 1514 (31 U.S.C. 1517),

¢ specifies penalties for antideficiency violations (see Antideficiency Act Viola-
tion),

¢ requires the apportionment of appropriation or fund accounts to prevent the
need for a supplemental or deficiency appropriation, and

¢ assists in bringing about the most effective and economical use of appropria-
tions and funds (31 U.S.C. 1512-1519).

The act permits agencies to reserve funds (that is, withhold them from obligation)
under certain circumstances. (See also Administrative Division or Subdivision of
Funds; Antideficiency Act Violation; Apportionment; Budgetary Reserves; Defi-
ciency Apportionment; Deficiency Appropriation, Expenditure; Fund Accounting.)

Antideficiency Act Violation

An Antideficiency Act violation occurs when one or more of the following occurs:

¢ overobligation or overexpenditure of an appropriation or fund account
(31 U.S.C. 1341(a));

¢ entering into a contract or making an obligation in advance of an appropriation,
unless specifically authorized by law (31 U.S.C. 1341(a));

¢ acceptance of voluntary service, unless authorized by law (31 U.S.C. 1342); or

* overobligation or overexpenditure of (1) an apportionment or reapportionment
or (2) amounts permitted by the administrative control of funds regulations
(B1U.S.C. 1517(a)).
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Penalties for Antideficiency Act violations include administrative discipline, such
as suspension from duty without pay or removal from office. In addition, an
officer or employee convicted of willfully and knowingly violating the law shall be
fined not more than $5,000, imprisoned for not more than 2 years, or both

(31 U.S.C. 1349, 1350, 1518, and 1519). (See also Administrative Division or
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Appendix to Treasury’s Annual Report

An annual statement of budgetary results on a cash basis presented at the indi-
vidual receipt and appropriation account level. The appendix is published as a
separate document. It supports in detail the fiscal year-end results published in
the Monthly Treasury Statement. (See also Monthly Treasury Statement.)

Apportionment

The action by which OMB distributes amounts available for obligation, including
budgetary reserves established pursuant to law, in an appropriation or fund
account. An apportionment divides amounts available for obligation by specific
time periods (usually quarters), activities, projects, objects, or a combination
thereof. The amounts so apportioned limit the amount of obligations that may be
incurred. In apportioning any account, some funds may be reserved to provide for
contingencies or to effect savings, pursuant to the Antideficiency Act. Funds,
including Antideficiency Act reserves, may also be proposed for deferral or
rescission pursuant to the Impoundment Control Act of 1974 (2 U.S.C. 681-688).

The apportionment process is intended to (1) prevent the obligation of amounts
available within an appropriation or fund account in a manner that would require
deficiency or supplemental appropriations and (2) achieve the most effective and
economical use of amounts made available for obligation. (See also Administra-
tive Division or Subdivision of Funds; Allotment; Antideficiency Act; Appropriated
Entitlement; Budgetary Reserves; Deferral of Budget Authority; Deficiency
Apportionment; Deficiency Appropriation; Limitation; Reapportionment; Rescis-
sion; Supplemental Appropriation.)

Appropriated Entitlement

An entitlement whose budget authority is provided in an annual appropriation act.
Such entitlements require annual appropriations but are beyond the effective
control of the appropriations process because of statutory eligibility and benefit
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criteria. The food stamp program is an example of such an entitlement. (See also
Apportionment; Entitlement Authority.)

Appropriation Act

A statute, under the jurisdiction of the House and Senate Committees on Appro-
priations, that generally provides legal authority for federal agencies to incur
obligations and to make payments out of Treasury for specified purposes. An
appropriation act fulfills the requirement of Article I, section 9 of the Constitution,
which provides that “no money shall be drawn from the Treasury, but in Conse-
quence of Appropriations made by Law.” Consequently, even entitlements must
be funded by appropriations; however, such appropriations (often permanent,
indefinite ones that are not under the jurisdiction of the appropriations commit-
tees) may be created by authorizing legislation. An appropriation act generally
follows enactment of authorizing legislation unless the authorizing legislation
provides budget authority. (See also Appropriations under Forms of Budget
Authority under Budget Authority; Authorizing Legislation; Limitation.)

The three major types of appropriation acts are regular, supplemental, and con-
tinuing. Regular appropriation acts are all appropriation acts that are not supple-
mental or continuing. Currently, 13 regular appropriation acts are considered
annually. From time to time, supplemental appropriation acts are also enacted.
When action on regular appropriation bills is not completed before the beginning
of the fiscal year, a continuing resolution or bill may be enacted to provide
funding for the affected agencies for the full year, up to a specified date, or until
their regular appropriations are enacted. (See also Continuing Appropriations
under Extensions of Budget Authority under Budget Authority; Supplemental
Appropriations.)

Asset

A probable future economic benefit obtained or controlled by the government as a
result of past transactions or events. Assets may be tangible or intangible and are
expressed in terms of cost or some other value. (See also Liability.)

Asset Sale/Loan Prepayment

The sale of a physical or financial asset by the federal government. Revenue from
the sale of assets is accounted for in the budget as offsetting receipts or collec-
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tions. A loan prepayment occurs when the borrower repays, with or without a
penalty, the principal and interest of a loan held by the government prior to the
contractually scheduled date of repayment.

In general, asset sales and loan prepayments increase current cash payments
received by the government at the expense of a stream of future income that the
government would otherwise receive. Gramm-Rudman-Hollings (2 U.S.C. 907(e))
provides that the proceeds of most of those asset sales or loan prepayments which
are (1) not mandated by law prior to September 18, 1987, or (2) not consistent
with operations in fiscal year 1986 shall not count as deficit reduction for pur-
poses of estimating the Gramm-Rudman-Hollings baseline deficit, although such
proceeds do count for other budgetary purposes. (See also Direct Loan.)

Authorizing Committee

A standing committee of the House or Senate with legislative jurisdiction over the
subject matter of those laws, or parts of laws, that set up or continue the opera-
tions of federal programs or agencies. An authorizing committee also has jurisdic-
tion in those instances where backdoor authority is provided in the substantive
legislation. (See also Backdoor Authority/Backdoor Spending; Oversight Cornmit-
tee; Spending Committee.)

Authorizing Legislation

Substantive legislation that sets up or continues the operation of a federal pro-
gram or agency either indefinitely or for a specific period of time or that sanctions
a particular type of obligation or expenditure within a program.

Authorizing legislation is normally a prerequisite for appropriations. It may place
a limit on the amount of budget authority to be included in appropriation acts or it
may authorize the appropriation of “such sums as may be necessary.” In some
instances, authorizing legislation may provide authority to incur debts or may
mandate payment to particular persons or political subdivisions of the country.
(See also Appropriation Act; Backdoor Authority/Backdoor Spending; Entitlement
Authority; Limitation; Substantive Law.)

Automatic Spending Increase (Budget Enforcement Act
Term)

For the purposes of calculating a sequestration under the Budget Enforcement Act
of 1990, an increase in outlays in a specifically designated program due to a
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change in an index, not a change in law. (2 U.S.C. 906(a)). Such an increase may
be reduced by sequestration. In those programs all amounts other than the
automatic spending increase are exempt from reduction under a sequestration
order. Under current law three programs—the National Wool Act, the special milk
program, and the vocational rehabilitation basic state grants—are included under
this provision. Many federal programs automatically increase their budgetary
resources by law, but these increases are not defined as “automatic spending
increases” and, therefore, sequestration may not reduce them or may not reduce
them by the full uniform reduction percentage. (See also Gramm-Rudman-
Hollings; Sequestration; Special Rules; Uniformn Reduction Percentage.)

Backdoor Authority/Backdoor Spending

A collective designation for authority provided in laws other than appropriation
acts to obligate the government to make payments. It includes contract authority,
authority to borrow, and entitlement authority for which the budget authority is
not provided in advance by appropriation acts. It also includes authority to forgo
the collection of proprietary offsetting receipts and to make any other payments
for which the budget authority is not provided in advance by appropriation acts.
(For the statutorily defined equivalent term, see Spending Authority. See also
Appropriations and Contract Authority under Budget Authority; Authorizing
Legislation; Entitlement Authority; Spending Committee.)

Balanced Budget

A budget in which receipts equal outlays. (See also Deficit; Surplus.)

Baseline

An estimate of spending, revenue, the deficit or surplus, and the public debt
expected during a fiscal year under current laws and current policy. For the
purposes of the Budget Enforcement Act, the baseline is defined as the projection
of current-year levels of new budget authority, outlays, revenues, and the surplus
or deficit into the budget year and outyears based on laws enacted through the
applicable date. Section 257 of Gramm-Rudman-Hollings sets forth rules for
calculating the baseline. (See also Projections.)

CBO Baseline
The Congressional Budget Office’s baseline for the upcoming fiscal year. This
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baseline shows the pattern of federal government revenues and expenditures for
the next 5 years if current policies continue. It appears in CBO’s annual report for
the Budget Committees on the economic and budget outlook for the upcoming
year. The CBO baseline is revised, as necessary, once the President’s budget is
released. It is also modified, as necessary, to conform to new legislative require-
ments, such as those imposed by the Gramm-Rudman-Hollings Act and the Budget
Enforcement Act.

Bases of Budgeting

Methods for calculating budget figures. Not all methods are mutually exclusive.
For example, the federal budget includes both net and gross figures and reports
both obligations and cash or cash equivalent spending. As a general rule, budget
receipts and outlays are on a cash or cash equivalent basis however, interest on
public issues of public debt is recorded on an accrual basis. (See also Capital
Budget.)

Cash or Cash Equivalent Basis

The basis whereby receipts are recorded when received and expenditures are
recorded when paid, without regard to the accounting period in which the receipts
are earned or the costs incurred. “Cash” generally refers to payment by cash,
checks, or electronic funds transfers. “Cash equivalent” refers to the use of an
instrument or process that creates a substitute for cash. For example, when the
government issues a debt instrument of any kind in satisfaction of claims, the
transaction is recorded as simultaneous outlays and borrowing—the outlays when
the debt instrument is issued, not when it is redeemed. Capital leases (that is,
capital acquisitions through lease-purchases) are treated as cash equivalent
outlays and borrowing (or borrowing equivalents).

Obligations Basis

The basis whereby financial transactions involving the use of funds are recorded
in the accounts primarily when goods and services are ordered, regardless of
when the resources acquired are to be received or consumed.

Accrual Basis

The basis whereby transactions and events are recognized when they occur,
regardless of when cash is received or paid.
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Budgeting in Relation to Totals

Gross Basis. In customary usage, “gross” refers to the sum or total value of a
transaction before reduction of applicable offsets. The gross basis of budgeting
refers to budgetary totals from which offsetting collections have not been de-
ducted. Under this display, totals include obligations and expenditures from
offsetting collections along with governmental receipts rather than as offsets to
outlays. (See also Offsetting Collections and Offsetting Receipts under Collec-
tions.)

Net Basis. The use of budgetary totals from which offsetting collections have
been deducted. Under this display, budgetary totals include offsetting collections
as offsets to obligations and outlays rather than as receipts. (See also Offsetting
Collections under Collections.)

Biennial Budget

A budget covering a period of 2 years. The federal government has an annual
budget, but biennial budget proposals have been made. The 2-year period can
apply to the budget presented to the Congress by the President, to the budget
resolution adopted by the Congress, or to appropriations measures. The 1985
Defense Authorization Act mandated biennial budgeting for the Department of
Defense on an experimental basis beginning with the budgets for 1988 and 1989,
however, to date appropriations have been made on an annual basis.

Breach (Budget Enforcement Act Term)

For any fiscal year, the amount by which new budget authority or outlays for that
year (within a category of discretionary appropriations) is above that category’s
discretionary spending limit for new budget authority or outlays for that year. The
act provides for sequestration of budgetary resources to eliminate breaches. (See
also Discretionary Spending Sequestration under Sequestration; Discretionary
Sequestration Report under Sequestration Reports.)

Budget Activity

A specific and distinguishable line of work performed by a governmental unit to
discharge a function or subfunction for which the governmental unit is respon-
sible. Activities within most accounts identify the purposes, projects, or types of
activities financed. For example, food inspection is an activity performed in the
discharge of the health function. A budget activity is presented in the Program by
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Activities section in the Program and Financing Schedule for each account in the
Budget of the United States Government. (See also Functional Classification; for
a partial distinction, see Program, Project, or Activity.)

Budget Amendment

A revision to a pending budget request which the President submits to the Con-
gress before the Congress completes appropriations action.

Budget Authority

Authority provided by law to enter into financial obligations that will result in
immediate or future outlays involving federal government funds. Budget authority
includes the credit subsidy cost for direct loan and loan guarantee programs, but
does not include authority to insure or guarantee the repayment of indebtedness
incurred by another person or government. The basic forms of budget authority
include (1) appropriations, (2) borrowing authority, (3) contract authority, and

(4) authority to obligate and expend offsetting receipts and collections. Budget
authority may be classified by its duration (1-year, multiple-year, or no-year), by
the timing of the legislation providing the authority (current or permanent), by the
manner of determining the amount available (definite or indefinite), or by its
availability for new obligations. (See also Current Level Estimate.)

Forms of Budget Authority

Appropriations. Authority given to federal agencies to incur obligations and to
make payments from Treasury for specified purposes. An appropriation act, the
most common means of providing budget authority, usually follows the enactment
of authorizing legislation, but in some cases the authorizing legislation itself
provides the budget authority. (See also Backdoor Authority/Backdoor Spending.)

Appropriations do not represent cash actually set aside in Treasury for purposes
specified in the appropriation act; they represent amounts that agencies may
obligate during the period of time specified in the respective appropriation acts.
Certain types of appropriations are not counted as budget authority because they
do not provide authority to incur obligations. Among these are appropriations

¢ to liquidate contract authority (legislation to provide funds to pay obligations
incurred against contract authority),

¢ to redeem outstanding debt (legislation to provide funds for debt retirement),
and
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¢ to refund receipts.

(See also Appropriation Act; Discretionary; Expired Budget Authority under
Availability for New Obligations; Mandatory.)

Borrowing Authority. Authority that permits agencies to incur obligations and
make payments to liquidate the obligations out of borrowed moneys. Usually the
funds are borrowed from Treasury, but in a few cases agencies borrow directly
from the public. Borrowing authority does not include Treasury’s authority to
borrow from the public or other sources. (See also Debt, Federal.)

Contract Authority. Authority that permits obligations to be incurred in ad-
vance of appropriations or receipts. Contract authority is therefore unfunded and
a subsequent appropriation or offsetting collection is needed to liquidate the
obligations. (See also Backdoor Authority/Backdoor Spending.)

Offsetting Receipts and Collections. Authority to obligate and expend the
proceeds of offsetting receipts and collections. The Congressional Budget Act of
1974, as amended by the Budget Enforcement Act of 1990, defines offsetting
receipts and collections as negative budget authority and the reductions thereof as
positive budget authority.

Determination of Amount

Definite Authority. Budget authority which is stated as a specific sum at the
time the authority is granted. This type of authority, whether in an appropriation
act or other law, includes authority stated as “not to exceed” a specified figure.

Indefinite Authority. Budget authority of an unspecified amount of money.
Indefinite budget authority (usually an appropriation) may be appropriated as all
or part of the amount of proceeds from the sale of financial assets, the amount
necessary to cover obligations associated with payments, the receipts from
specified sources—the exact amount of which is determinable only at some future
date—or it may be appropriated as “such sums as may be necessary” for a given
purpose.

Duration

One-Year (Annual) Authority. Budget authority which is available for obliga-
tion only during a specific fiscal year and which expires, if not obligated, at the

Page 22 GAO/AFMD-2.1.1. Budget Glossary



Terms and Definitions

end of that time. It is also known as a “fiscal year” or “annual” budget authority.
(See also Discretionary.)

Multiple-Year Authority. Budget authority which is available for a specified
period of time in excess of 1 fiscal year. This authority generally takes the form of
2-year, 3-year, etc., availability but may cover periods that do not coincide with
the start or end of a fiscal year. For example, the authority may be available from
July 1 of one year through September 30 of the following fiscal year, a period of 15
months. This type of multiple-year authority is sometimes referred to as “forward
funding.” (For a distinction, see Advance Appropriation; Advance Funding. See
also Full Funding; Mandatory.)

No-Year Authority. Budget authority that remains avail
indefinite period of time, usually until the objectives for
made available are attained. (See also Mandatory.)

Extensions of Budget Authority

Reappropriation. Statutory action to continue the availability, whether for the
same or different purposes, of all or part of the unobligated portion of budget
authority that has expired or would otherwise expire. Reappropriations are
counted as budget authority in the first year for which the availability is extended.
(For a distinction, see Restoration.)

Continuing Appropriation/Continuing Resolution. Legislation that may be
enacted to provide budget authority for federal agencies and/or specific activities
to continue in operation when the Congress and the President have not completed
action on appropriations by the beginning of the fiscal year. Until regular appro-
priations are enacted, continuing appropriations may take their place. Continuing
appropriations usually are passed in the legislative form of joint resolutions. A
continuing resolution may be enacted for the full year, up to a specified date, or
until regular appropriations are enacted. A continuing resolution usually specifies
a maximum rate at which the obligations may be incurred based on levels speci-
fied in the resolution. The resolution may state that obligations may not exceed
the current rate or must be the lower of the amounts provided in the appropria-
tions bills passed in the House or Senate. If enacted to cover the entire fiscal
year, the resolution will usually specify amounts provided for each appropriation
account. (See also Appropriation Act; Joint Resolution; Supplemental Appropria-
tion.)
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Timing of Legislative Action

Current Auathority. Budget authority made available by the Congress in, or
immediately prior to, the fiscal year or years during which the funds are available
for obligation.

Permanent Authority. Budget authority that is available as the result of previ-
ously enacted legislation and which does not require new legislation for the
current year. Such budget authority can be the result of substantive legislation or
appropriation acts. When budget authority is enacted that will be treated as
permanent authority in subsequent years, it is treated as permanent authority the
first year it becomes available, as well as in succeeding years.

Availability for New Obligations

Expired Budget Authority. Budget authority which is no longer available to
incur new obligations. Such authority is still available for 5 years after the ac-
count expires for the payment of those valid obligations which were incurred
before the authority expired. Unobligated balances of expired budget authority
remain available for 5 years after the account expires to cover adjustments to
prior obligations or obligations that should have been but may not have been
recorded at that time. (For a statutory reference, see 31 U.S.C. 1552 (a)(2). See
also Expired Account; Unobligated Balance under Obligational Authority; War-
rant.)

Unexpired Budget Authority. Budget authority which is available for incurring
new obligations.

Budget Enforcement Act

Title XIII of the Omnibus Budget Reconciliation Act of 1990. These statutory
provisions amended the Balanced Budget and Emergency Deficit Control Act of
1985 and related amendments (Gramm-Rudman-Hollings) and the Congressional
Budget and Impoundment Control Act of 1974. The Budget Enforcement Act
modified procedures and definitions for sequestration and deficit reduction,
reformed budgetary credit accounting, maintained the off-budget status of the Old
Age Survivor’s and Disability Insurance Trust Funds, and removed Social Security
trust fund receipts and outlays from deficit and sequestration calculations. (See
also Adjustments to Discretionary Spending Limits; Category of Discretionary
Spending; Credit Reform,; Direct Spending Authority; Gramm-Rudman-Hollings;
Mandatory; Off-budget.)
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Budget Estimates

Estimates of budget authority, outlays, receipts, or other budget measures that
cover the current, budget, and future years, as reflected in the President’s budget
and budget updates. (See also Budget Update.)

Budget Preparation System (BPS)

A computer system used by OMB to collect and process much of the information
required for preparing the budget.

Budget Receipts

See under Governmental Receipts under Collections

Budget Update

A revised estimate of budget authority, receipts, and outlays issued subsequent to
the issuance of the President’s budget. The President is required by provisions of
the Congressional Budget and Impoundment Control Act of 1974 (see provisions
of 31 U.S.C. 1105(d), 1106) to transmit such statements to the Congress by July 15
of each year; however, the President may also submit budget updates at other
times during the fiscal year. (See also Budget Estimates.)

Budget Year

See under Fiscal Year

Budgetary Reserves

Portions of budgetary resources set aside (withheld through apportionment) by
OMB by authority of the Antideficiency Act (31 U.S.C. 1512) solely to provide for
contingencies or effect savings. Such savings are made possible through changes
in requirements or through greater efficiency of operations. Budgetary resources
may also be set aside if specifically provided for by particular appropriation acts
or other laws.

Except as specifically provided by law, no reserves shall be established other than
as authorized under the Antideficiency Act (31 U.S.C. 1512). Reserves established
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are reported to the Congress in accordance with provisions in the Impoundment
Control Act of 1974 (2 U.S.C. 681-688). (See also Antideficiency Act; Apportion-
ment; Deferral of Budget Authority; Rescission.)

Budgetary Resources

The forms of authority given to an agency allowing it to incur obligations. Budget-
ary resources include the following: new budget authority, unobligated balances,
direct spending authority, and obligation limitations. (See also Budget Authority;
Exempt Programs and Activities; Limitation; Sequestrable Resource.)

Capital Budget

A budget that segregates capital investments from the operating budget’s expendi-
tures. In such a budget, the capital investments that are excluded from the
operating budget do not count towards calculating the operating budget’s surplus
or deficit at the time the investment is made. States that use capital budgets
normally finance the capital investment from borrowing and then charge amortiza-
tion (interest and debt repayment) to the operating budget.

Category of Discretionary Spending (Budget Enforcement
Act Term)

Subsets of discretionary appropriations established by the Budget Enforcement
Act for the purposes of discretionary spending sequestration and points of order in
the Senate. These are defense, international, and domestic in fiscal years 1991,
1992, and 1993. For fiscal years 1994 and 1995, the act establishes a single cat-
egory for total discretionary spending. The joint statement of managers accompa-
nying the conference report on the Omnibus Budget Reconciliation Act of 1990
designates which discretionary accounts fall into each category. (See also Adjust-
ment for Special Allowance for Discretionary New Budget Authority; Adjustment
for Special Outlay Allowance; Budget Enforcement Act.)

Closed Account

An appropriation account whose balance has been canceled. Once balances are
canceled, the amounts are not available for obligation or expenditure for any
purpose. An account available for a definite period (fixed appropriation account)
is canceled 5 fiscal years after the period of availability for obligation ends. An
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account available for an indefinite period (no-year account) is canceled if (1) the
head of the agency concerned or the President determines that the purposes for
which the appropriation was made have been carried out and (2) no disbursement
has been made against the appropriation for 2 consecutive fiscal years. (See also
Expired Account; Obligational Authority.)

Cohort

A group of post-1991 direct loans or loan guarantees obligated or committed,
respectively, in the same fiscal year, even if disbursements occur in a subsequent
fiscal year. Pre-1992 direct loans that are modified will constitute a single cohort.
Likewise, pre-1992 loan guarantees that are modified will constitute a cohort.
(See also Credit Reform; Direct Loan; Financing Tranche; Guaranteed Loan.)

Collections

Amounts received by the federal government during the fiscal year. Collections
are classified into two major categories: (1) governmental receipts (also called
budget receipts) and (2) offsetting collections. (See also Account in the
President’s Budget; Off-Budget; On-Budget; Revenue.)

Governmental Receipts

Collections from the public based on the government’s exercise of its sovereign
powers, including collections from payments by participants in compulsory social
insurance programs. Governmental receipts consist of receipts from taxes, duties,
social insurance premiums, court fines, compulsory licenses, and deposits of
earnings by the Federal Reserve System. Gifts and contributions (as distinguished
from payments for services or cost sharing deposits by state and local govern-
ments) are also counted as governmental receipts. Governmental receipts do not
include offsetting receipts, which are treated as offsets to outlays. Total govern-
mental receipts include those specifically designated as off-budget by provisions
of law. Total governmental receipts are compared with total outlays in calculating
the budget surplus or deficit. (See also Expenditure and Receipt Accounts under
Account in the President’s Budget; Gross Basis and Net Basis under Budgeting in
Relation to Totals under Bases of Budgeting.)

Offsetting Collections
All collections by government accounts from other government accounts and any
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collections from the public that are of a business-type or market-oriented nature.
They are classified into two major categories: (1) collections credited to appro-
priation or fund accounts, and (2) offsetting receipts, which are amounts depos-
ited in receipt accounts. For collections credited to appropriation or fund ac-
counts (that is, all revolving funds and some appropriation accounts), laws
authorize collections to be credited directly to expenditure accounts and may
make them available for obligation to meet the account’s purpose without further
legislative action. However, it is not uncommon for annual appropriations acts to
include limitations on the obligations to be financed by these collections.

Offsetting receipts cannot be used without being appropriated. However, a
significant portion of such collections, for example, most trust fund offsetting
receipts, are permanently appropriated and, therefore, can be used without
subsequent appropriation legislation. The Congressional Budget Act of 1974, as
amended by the Budget Enforcement Act of 1990, defines offsetting receipts and
collections as negative budget authority and the reductions thereof as positive
budget authority. (See also Earmarking; Reimbursements.)

Collections Credited to Appropriation or Fund Accounts. These include
two categories:

Reimbursements. When authorized by law, amounts collected for materials or
services furnished to the public or other government accounts are treated as
reimbursements to appropriations. (For accounting purposes, earned reimburse-
ments are also known as revenues.) These offsetting collections are netted
against gross outlays in determining net outlays from such appropriations. (See
also Unfilled Customer Orders.)

Revolving Fund Collections. In all three types of revolving funds—public enter-
prise, intragovernmental, and trust revolving-—offsetting collections are netted
against spending, and outlays are reported as the net amount.

Offsetting Receipts. Offsetting collections which are deposited in general,
special, or trust fund receipt accounts. These receipts generally are deducted
from budget authority and outlays by subfunction and by agency, but some are
undistributed and are deducted from total budget authority and outlays. Offset-
ting receipts are subdivided into three categories: (1) intragovernmental transac-
tions, (2) offsetting governmental receipts, and (3) proprietary receipts from the
public.

Intragovernmental Transactions. Payments into receipt accounts from govern-
mental appropriations or fund accounts. They are treated as offsets to budget
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authority and outlays rather than as governmental receipts.

Intragovernmental transactions may be (1) intrabudgetary (on-budget), (2) off-
budget, or (3) transactions between on-budget and off-budget accounts. Normally,
intragovernmental transactions are deducted from both outlays and budget
authority for the subfunction and agency receiving the payment. However, an
agency’s payment as an employer into employee retirement trust funds and
interest received by trust funds appear as offsets to total budget authority and
outlays for the government, rather than offsets at the agency level.

Intrabudgetary transactions are further subdivided into three categories:

(1) interfund transactions, where the payment is from one fund group, either
federal or trust, to a receipt account in the other fund group, (2) federal intrafund
transactions, where the payment and receipt both occur within the federal fund
group, and (3) trust intrafund transactions, where the payment and receipt both
occur within the trust fund group.

Offseiting Governmental Receipts. These receipts are governmental in nature but
are required by law to be treated as offsetting. Currently, receipts in this category
include foreign cash contributions for the costs of Operation Desert Shield/Desert

Storm.

Proprietary Receipts From the Public. Collections from outside the government
which are deposited in receipt accounts that arise as a result of the government’s
business-type or market-oriented activities. Among these are interest received,
proceeds from the sale of property and products, charges for nonregulatory
services, and rents and royalties. Such collections may be credited to general
fund, special fund, or trust fund receipt accounts and are offset against budget
authority and outlays. In most cases, such offsets are by agency and by
subfunction but some proprietary receipts are deducted from total budget author-
ity and outlays for the government as a whole. An example of the latter is rents
and royalties on the Outer Continental Shelf. (See Subfunction 953 in appendix IL
See also Earmarking.)

Commitment

A commitment is an administrative reservation of an allotment or of other funds in
anticipation of their obligation. (See also Guaranteed Loan Commitment.)
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Committee Allocation

Amounts of spending recommended in the joint explanatory statement that
accompanies the conference report on the congressional budget resolution and
divided among the congressional committees according to their jurisdiction.
House and Senate committees receive allocations of total new budget authority
and total outlays. House committees also receive allocations of total entitlement
authority and Senate committees also receive allocations of Social Security
outlays.

For purposes of section 302(a) and 602(a) of the Congressional Budget and
Impoundment Control Act of 1974 (2 U.S.C. 633 and 665a), an allocation is the
distribution of total new budget authority, entitlernent authority, and outlays to
relevant committees based on the levels contained in a concurrent resolution on
the budget. (See also Allocation.)

Comparative Statement of New Budget Authority

A table accompanying a regular or supplemental appropriations act in the report
of the House or Senate Appropriations Committee. It compares the appropriation
recommended for each account with the amount requested by the President and
the amount enacted in the preceding fiscal year. In some cases, such as when a
continuing appropriations act is considered, the statement may be inserted into
the Congressional Record. (See also New Budget Authority.)

Composite Outlay Rate (Budget Enforcement Act Term)

The percent of new budget authority that is converted to outlays in the fiscal year
for which the budget authority is provided and subsequent fiscal years, which is
used to calculate the outlays associated with the special allowance for discretion-
ary budget authority. The Budget Enforcement Act establishes the following
rates: for the international category, 46 percent in the first year, 20 percent in the
second year, 16 percent in the third year, and 8 percent in the fourth year; for the
domestic category, 53 percent for the first year, 31 percent for the second year, 12
percent for the third year, and 2 percent for the fourth year. The BEA did not
establish composite outlay rates for the defense category.

Concurrent Resolution on the Budget

A resolution passed by both houses of the Congress, but not requiring the signa-
ture of the President, setting forth or revising the congressional budget for the
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United States government for a fiscal year.

The concurrent resolution on the budget as provided in section 301 of the Con-
gressional Budget Act, as amended, (2 U.S.C. 632) is scheduled to be adopted by
the Congress on or before April 15. For fiscal years 1992-1995, the resolution
must contain budget levels for the fiscal year beginning on October 1 of the
calendar year in which it is reported and for each of the four succeeding fiscal
years. The budget resolution may also contain “reconciliation directives” to
specified committees. The Congress may pass additional concurrent resolutions
which revise the previously established budget levels, as provided in section 304
of the Congressional Budget Act, as amended (2 U.S.C. 635). (See also Congres-
sional Budget; Congressional Budget Act; Reconciliation.)

Congressional Budget

The budget as set forth by the Congress in a concurrent resolution on the budget.
By law, the resolution establishes, for the fiscal year beginning on October 1 of
the year of the resolution, planning levels for the 2 following fiscal years and
appropriate levels for the following:

¢ total federal revenues;

* the surplus or deficit in the budget;

* new budget authority, budget outlays, direct loan obligations, and primary loan
guarantee commitments in total and for each major functional category;

* the public (Treasury) debt—practically defined as debt subject to statutory
limit; and

* for purposes of protecting Social Security trust funds in the Senate, Social
Security outlays and revenues.

For fiscal years 1992-1995, the resolution must contain budget levels for the fiscal
year beginning on October 1 of the calendar year in which it is reported and for
each of the 4 succeeding fiscal years. (See also Concurrent Resolution on the
Budget.)

Congressional Budget Act

The law (Titles I-IX of the Congressional Budget and Impoundment Control Act of
1974, as amended, 2 U.S.C. 601-661) that established the congressional budget
process and created the Senate and House Budget Committees and Congressional
Budget Office. The act created a timetable for the budget process, established a
requirement for a yearly concurrent resolution on the budget and procedures
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concerning its adoption and set forth a procedure called “reconciliation” to assure
congressional committee compliance with the concurrent resolution on the
budget. (For a further discussion of the act, see appendix I. See also Committee
Allocation; Concurrent Resolution on the Budget; Current Level Estimate; New
Spending Authority; Reconciliation; Reconciliation Bill; Special Rules; Spending
Authority. For terms relating to the Impoundment Control Act of 1974, see
Deferral of Budget Authority; Expenditure; Impoundment.)

Constant Dollar (Economics Term)

A dollar value adjusted for changes in the average price level. A constant dollar is
derived by dividing a current dollar amount by a price index. The resulting
constant dollar value is that which would exist if prices had remained at the same
average level as in the base period. Any changes in such constant dollar values
would therefore reflect only changes in the real volume of goods and services, not
changes in the price level. Constant dollar figures are commonly used to compute
the real value of the gross domestic product and its components and to estimate
the real level of federal receipts and outlays. (See also Current Dollar.)

Consumer Price Index (CPI) (Economics Term)

A measure of the price level of a fixed “market basket” of goods and services
relative to the value of that same basket in a designated base period. Measures
for two population groups are currently published, CPI-U and CPI-W. CPI-U is
based on a market basket determined by expenditure patterns of all urban house-
holds, while the market basket for CPI-W is determined by expenditure patterns of
only urban wage-earner and clerical-worker families. The urban wage-earner and
clerical-worker population consists of clerical workers, sales workers, craft
workers, operatives, service workers, and laborers. Both indexes are published
monthly by the Bureau of Labor Statistics. The CPI is used to adjust for inflation,
the income payments of Social Security beneficiaries, and payments made by
other programs.

Contingent Liability

An existing condition, situation, or set of circumstances which poses the possibil-
ity of a loss to an agency that will ultimately be resolved when one or more future
events occur or fail to occur. Contingent liabilities may lead to outlays. Contin-
gent liabilities arise, for example, with respect to unadjudicated claims and flood
insurance, loan guarantee programs, and bank deposit insurance programs.
Contingent liabilities are normally not covered by budget authority. However,
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under credit reform, for most programs, loan guarantee commitments cannot be
made unless the Congress has made appropriations of budget authority to cover
the credit subsidy cost in advance in annual appropriations acts. (See also Credit
Subsidy Cost; Liability.)

Cost

The payment for the possession, use, or accomplishment of an object or activity.
It is the sacrifice incurred in economic activities—that which is given up or
foregone to consume, to save, to exchange, to produce, and so forth. (See also
Credit Subsidy Cost.)

Cost-Benefit Analysis (Economics Term)

An analytic technique that compares the costs and benefits of investments,
programs, or policy actions in order to determine which alternative or alternatives
maximize net benefits. Cost-benefit analysis attempts to consider all costs and
benefits, regardless of whether they are reflected in market transactions. The
costs and benefits included depend upon the scope of the analysis, for example,
private or social, local, state, or national. Net benefits of an alternative are
determined by subtracting the present value of costs from the present value of
benefits. (See also Present Value. For a distinction, see Cost-Effectiveness
Analysis.)

Cost-Effectiveness Analysis (Economics Term)

An analytic technique used to choose the most efficient method, that is, the lowest
cost method, for achieving a given investment program or policy result. The
scope of this analysis is more limited than that of cost-benefit analysis, which
does not take the program or policy result as a given. (For a distinction, see Cost-
Benefit Analysis.)

Countercyclical Policy (Economics Term)

Policy aimed at reducing the size and duration of swings in economic activity in
order to keep economic growth closer to a pace consistent with low inflation and
high employment. It includes monetary and fiscal policies affecting the level of
interest rates, money supply, taxes, and government spending.
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Credit Budget

The credit budget was the principal system of controlling the volume of federal
credit prior to adoption of credit reform. It has now been superseded. Under the
credit budget, the President’s budget recommended limitations of the levels of
total new direct loan obligations and total new guaranteed loan commitments, and
the congressional budget resolutions included such limitations (which could differ
from the President’s recommendations). The budget resolution levels formed the
basis for limitations on direct and guaranteed loans in appropriations acts. With
the adoption of credit reform, the credit budget is no longer required, since the
costs of new direct loans and loan guarantees are included directly in the budget.

Credit Reform (Budget Enforcement Act Term)

The revised method of controlling and accounting for credit programs in the
federal budget. The Federal Credit Reform Act of 1990 added Title V to the
Congressional Budget Act of 1974. It requires that the net present value of the
estimated long-term cost to the government of new direct loans and loan guaran-
tees (the credit subsidy cost) be financed from new budget authority and be
recorded as budget outlays at the time the direct or guaranteed loans are dis-
bursed. In turn, it authorizes the creation of nonbudgetary financing accounts to
receive this subsidy cost payment. (See also Budget Enforcement Act; Credit
Subsidy Cost; Discount Rate; Present Value; Scorekeeping.)

Credit Reestimates

Recalculation of the estimated cost to the government of a group of direct loans or
loan guarantees. After new direct loans or loan guarantees are made, the Federal
Credit Reform Act requires periodic recalculations of the estimated (and, eventu-
ally, the actual) cost in order to determine the validity of the previous subsidy
estimates and payments. All such recalculations are to be made in terms of the
net present values applicable to the original loans or guarantees (with an associ-
ated recalculation of applicable cumulative interest). If any correction is deter-
mined to be required, the act requires that the correction (which could be addi-
tional subsidy and associated interest payments to, or refunds from, the financing
accounts) be made, and provides permanent indefinite budget authority to finance
the payments. The subsidy reestimates are required to be displayed as a distinct
and separately identified subaccount in the credit program account.
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Credit Reform Act Accounts

Credit Program Account. A budget account into which an appropriation to
cover the subsidy cost (on a net present value basis) of a direct loan or loan
guarantee program is made and from which such cost is disbursed to the financing
account. Usually, a separate amount is also appropriated in the program account
for administrative expenses that are directly related to credit program operations.
(See also Present Value.)

Financing Account. A non-budget account (or accounts) associated with each
credit program account which holds balances, receives the subsidy cost payment
from the credit program account, and includes all other cash flows to and from
the government resulting from direct loan obligations or loan guarantee commit-
ments made on or after October 1, 1991.

Liquidating Account. A budget account that includes all cash flows to and from
the government resulting from direct loan obligations or loan guarantee commit-
ments made prior to October 1, 1991. The Federal Credit Reform Act of 1990
requires that such accounts be shown in the budget on a cash basis.

Credit Subsidy Cost

The estimated long-term cost to the government of a direct loan or loan guarantee,
calculated on a net present value basis, and excluding administrative costs.

The Federal Credit Reform Act of 1990 specifies that, for direct loans, the credit
subsidy cost is the net present value, at the time the loan is disbursed, of the
following cash flows: (1) loan disbursements, (2) repayments of principal, and
(3) payments of interest and other payments by or to the government over the life
of the loan after adjusting for estimated defaults, prepayments, fees, penalties,
and other recoveries. For loan guarantees, the act specifies that the credit sub-
sidy cost is the net present value, at the time a guaranteed loan is disbursed by the
lender, of the following cash flows: (1) estimated payments by the government to
cover defaults, delinquencies, interest subsidies, or other payments and (2) the
estimated payments to the government including origination and other fees,
penalties, and recoveries. In estimating net present values, the discount rate is
the average interest rate on marketable Treasury securities of similar maturity to
the direct loan or loan guarantee for which the estimate is being made. (See also
Credit Reform; Direct Loan; Guaranteed Loan; Present Value; Subsidy.)
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Current (Budget Enforcement Act Term)

With respect to OMB estimates, those consistent with economic and technical
assumptions underlying the President’s most recent annual budget submitted to
the Congress. (For a distinction, see Up-to-Date.)

Current Dollar (Economics Term)

The dollar value of a good or service in terms of prices current at the time the
good or service is sold. This contrasts with the value of the good or service
measured in constant dollars. (See also Constant Dollar.)

Current Level Estimate

An estimate of the amounts of new budget authority, outlays, and revenues for a
full fiscal year, based upon enacted law. Current level estimates used by the
Congress do not take into account the potential effects of pending legislation.
Current level estimates include a tabulation comparing estimates with the aggre-
gates approved in the most recent budget resolution. Section 308(b) of the
Congressional Budget and Impoundment Control Act of 1974, as amended,

(2 U.S.C. 639(b)), requires the respective Budget Committees to make this tabula-
tion at least once a month. The Congressional Budget Office assists these com-
mittees by submitting reports on a regular basis of the budgetary impact of
congressional actions. (See also Budget Authority; Committee Allocation; Con-
gressional Budget Act; Scorekeeping.)

Current Services Estimates

Estimates submitted by the President of the levels of budget authority and outlays
for the ensuing fiscal year based on the continuation of existing levels of service.
These estimates reflect the anticipated costs of continuing federal programs and
activities at present levels without policy changes. Such estimates ignore all new
presidential or congressional initiatives, including reductions, that are not yet law.

With his proposed budget each year, the President must transmit current services
estimates and the economic assumptions upon which they are based. Current
services estimates are also included in the “Mid-Session Review of the Budget,”
but are not identified by that title, and are confined to those programs that are
essentially automatic (that is, they exclude programs controlled through annual
appropriations). The current services data in the Mid-Session Review are identi-
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fied as being for “mandatory and related programs under current law.”

The Congressional Budget Office also prepares similar estimates. (For a more
detailed discussion of this term, see “Baseline Estimates” in the Budget of the
United States Government. See also Baseline; Multiyear Budget Planning.)

Current Year

See under Fiscal Year

Debt, Federal

There are three basic tabulations of federal debt: (1) gross federal debt, (2) debt
held by the public, and (3) debt subject to statutory limit. (See also Borrowing
Authority under Budget Authority; Means of Financing.)

Gross Federal Debt

All federal government debt securities outstanding, whether issued by Treasury or
by other agencies and whether held by the public or by government accounts.
Gross federal debt is categorized as debt issued by the Department of Treasury or
by other agencies.

Treasury Debt/Public Debt. That portion of the gross federal debt issued by
Treasury (which includes the Federal Financing Bank (FFB)) to the public or
another fund or account. To avoid double counting, FFB borrowing from Trea-
sury is not included in Treasury debt. Treasury debt has also been called “public
debt” but is not the same as “debt held by the public.”

Agency Debt. That portion of the gross federal debt incurred when a federal
agency other than Treasury is authorized by law to issue debt securities directly to
the public or another fund or account. Since Treasury or FFB borrowing required
to obtain the money to lend to the agency is already part of the gross federal debt,
to avoid double counting, agency borrowing from Treasury or the FFB and federal
fund advances to trust funds are not included in the gross federal debt. Debt of
government-sponsored, privately owned enterprises, such as the Federal National
Mortgage Association, is not included in the federal debt.
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Debt Held by the Public

That part of the gross federal debt held outside of the federal government. This
includes any federal debt held by individuals, corporations, state or local govern-
ments, the Federal Reserve System, and foreign governments and central banks.
Debt held by government trust funds, revolving funds, and special funds is ex-
cluded from debt held by the public. Debt held by the public is distinct from
public debt or Treasury debt.

Debt Subject to Statutory Limit

As defined by the Second Liberty Bond Act of 1917, as amended, it includes
virtually all Treasury debt. However, only a small portion of agency debt is
included in this tabulation of federal debt. The Tennessee Valley Authority is an
example of an entity whose debt is not subject to the statutory limitation on the
federal debt. Debt subject to statutory limit is a broader category than debt held
by the public. (For an explanation of “limit,” see Limitation.)

The Rules of the House of Representatives provide that whenever the House
adopts a budget resolution that includes an increase in the public debt limit, the
House automatically passes a joint resolution increasing the statutory limit.

Debt Service

Payment of interest on and repayment of principal on borrowed funds. The term
may also be used to refer to payment of interest alone. (See also Means of Financ-

ing.)

Deferral of Budget Authority

Temporary withholding or delaying the obligation or expenditure of budget
authority or any other type of executive action which effectively precludes the
obligation or expenditure of budget authority. Budget authority may be deferred
to provide for contingencies, to achieve savings or greater efficiency in the
operations of the government, or as otherwise specifically provided by law.
Budget authority may not be deferred in order to effect a policy in lieu of one
established by law or for any other reason.

Deferrals may be proposed by agencies but must be communicated to the Con-
gress by the President in a special message. Deferred budget authority may not be

Page 38 GAO/AFMD-2.1.1. Budget Glossary



Terms and Definitions

withheld from obligation unless an act is passed to approve the deferral and the
act is presented to the President. Additionally, unless the Congress has approved
a deferral, budget authority whose availability expires at the end of the fiscal year
must be made available with sufficient time remaining in the fiscal year to obli-
gate that budget authority before the end of the fiscal year. (See also Apportion-
ment; Budgetary Reserves; Impoundment; Rescission.)

Deficiency Apportionment

An apportionment by the Office of Management and Budget for the fiscal year in
an amount or rate that may compel the enactment of supplemental budget author-
ity. Such apportionments may only be made under certain specified conditions as
provided for in the Antideficiency Act, 31 U.S.C. 1515. In such instances, the need
for additional budget authority is usually indicated by apportioning for the fourth
quarter less than the amount that will actually be required. Approval of requests
for deficiency apportionment does not authorize agencies to exceed available
resources within an account. (See also Antideficiency Act; Apportionment;
Deficiency Appropriation; Supplemental Appropriation.)

Deficiency Appropriation

A type of supplemental appropriation which provides budget authority necessary
to cover obligations that have been incurred in excess of available authority.

Deficit

Budget Deficit

The amount by which the government’s budget outlays exceed its budget receipts
for a given period, usually a fiscal year. For purposes of defining deficits under
Gramm-Rudman-Hollings as amended by the Budget Enforcement Act, this
amount excludes the off-budget activities such as the outlays and receipts of the
Postal Service and Social Security. (See also Budget Surplus under Surplus.)

Total Deficit

The amount by which the government’s on-budget and off-budget outlays exceed
the sum of its on-budget and off-budget receipts for a given period, usually a fiscal
year. (See also Budget Surplus under Surplus; Off-Budget Federal Entity.)
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Deflation (Economics Term)

A sustained decrease in the general price level.

An index used to adjust a current dollar amount to its constant dollar counterpart,
that is, to remove the effects of inflation.

Deobligation

An agency’s cancellation or downward adjustment of previously recorded obliga-
tions.

Depreciation

The allocation of the costs, less salvage value, of fixed assets, including equip-
ment, buildings, and other structures, over their useful lives in a systematic and
rational manner. Depreciation reflects the use of the asset(s) during specific
operating periods in order to match costs with related revenues in measuring
income or determining the costs of carrying out program activities.

Direct Loan

A disbursement of funds by the government to a nonfederal borrower under a
contract that requires the repayment of such funds with or without interest. The
term includes the purchase of, or the participation in, a loan made by a nonfederal
lender. It also includes the sale of a government asset on credit terms of more
than 90 days duration. It does not include the acquisition of federally guaranteed
nonfederal loans in the satisfaction of default or other guarantee loan claims or
the price support loans of the Commodity Credit Corporation. Under credit
reform, the budget records the credit subsidy cost of direct loans as outlays. The
subsidies are paid to the direct loan financing accounts which, in turn, make the
loans to the public. (For more information, see the discussion, “Technical Per-
spectives on Expenditures, Off-Budget Activities, Capital Qutlays, and Borrow-
ing,” and the table, “Guaranteed Loan Transactions of the Federal Government,” in
the Budget of the United States Government. See also Asset Sale/Loan Prepay-
ment; Credit Reform; Credit Subsidy Cost; Direct Loan Obligation; Guaranteed
Loan.)
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Direct Loan Obligation

A binding agreement by a federal agency to make a direct loan when specified
conditions are fulfilled by the borrower.

Under credit reform, direct loan obligations are composed of obligations for both
the credit subsidy cost and the unsubsidized amounts of the loan. When an
agency enters into a direct loan obligation, it obligates itself to pay the credit
subsidy cost to the direct loan financing account and the financing account is
committed to make the loan to the borrower. Only the credit subsidy cost is
recorded as a budgetary obligation. (For a more detailed discussion, see “Recog-
nizing Federal Underwriting Risks” in the Budget of the United States Govern-
ment. See also Direct Loan.)

Direct Spending Authority (Budget Enforcement Act Term)

Entitlement authority, the Food Stamp Program, and budget authority provided by
law other than appropriations acts. Direct spending authority is under the control
of the authorizing committees as contrasted with discretionary spending under the
control of the appropriations committees that is controlled year-to-year in the
appropriations process. From the perspective of the appropriations process,
direct spending is mandatory (not controllable through appropriations). New
direct spending is subject to pay-as-you-go requirements. (See also Entitlement
Authority; Mandatory; Pay-As-You-Go; Spending Authority. For a distinction, see
Discretionary Appropriations.)

Discount Rate (Economics Term)
One of the following:

(1) The interest rate that a commercial bank pays when it borrows from a Federal
Reserve bank. The discount rate is one of the tools of monetary policy used by
the Federal Reserve System. The Federal Reserve customarily raises or lowers
the discount rate to signal a shift toward restraining or easing its money and credit
policy. (See also Monetary Policy.)

(2) The interest rate used to determine the present value of a future stream of
receipts and outlays, or in cost-benefit analysis, of benefits and costs. This use of
the term is completely distinct from that in monetary policy, and the interest rates
involved are generally not those charged by Federal Reserve banks.
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Discount rate policies of the three major oversight and budget agencies—GAOQO,
OMB, and CBO—are consistent with basic economic principles but vary signifi-
cantly in their formulations for different analyses. Discount Rate Policy (GAO/
QOCE-17.1.1), May 1991, describes the different policies and their applications.

(3) In estimating net present values under credit reform, the average interest rate
on marketable Treasury securities of similar maturity to the direct loan or loan
guarantee for which the estimate is being made.

Discretionary

A term that usually modifies either “spending,” “appropriation,” or “amount.”
“Discretionary spending” refers to outlays controllable through the congressional
appropriation process. The Budget Enforcement Act uses the term “discretionary
appropriations” to refer to budgetary resources (except to fund direct-spending
programs) provided in appropriations acts. (See also Appropriation Act; Appro-
priations and One-Year (Annual) Authority under Budget Authority; Gramm-
Rudman-Hollings. For a contrast, see Entitlement Authority; Mandatory.)

Discretionary Appropriations (Budget Enforcement Act
Term)

Budgetary resources (except to fund direct spending programs) provided in
appropriation acts. The Budget Enforcement Act sets forth spending limitations
or caps for discretionary appropriations. (See also Appropriations under Budget
Authority; Baseline; Direct Spending; Discretionary; Discretionary Spending
Limits; Mandatory.)

Discretionary Spending Limits/Spending Caps (Budget
Enforcement Act Term)

Under the Budget Enforcement Act (BEA), maximum amounts of new budget
authority and outlays for specific categories of discretionary appropriations. For
fiscal years 1991, 1992, and 1993, BEA limits new budget authority and outlays in
three separate categories of discretionary appropriations—defense, international,
and domestic. Discretionary appropriations included within each category are so
designated in the joint explanatory statements of managers accompanying the
conference report on the Omnibus Budget Reconciliation Act of 1990. For fiscal
year 1994 and 1995, BEA limits new budget authority and outlays for a single
category—total discretionary appropriations. If appropriations are enacted that
cause discretionary spending to exceed the limits within a particular category, a
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sequestration will occur—within the applicable category—to eliminate the
amount of the excess.

BEA requires the President to adjust the discretionary spending limits for specific
reasons. These reasons are: (1) changes in concepts and definitions, (2) changes
in inflation, (3) reestimates of the costs of credit programs, (4) increased funding
for the IRS compliance initiative, (5) debt forgiveness for Poland and Egypt,

(6) additional funding for the International Monetary Fund, (7) designated emer-
gency appropriations, (8) special allowances for certain excess amounts of new
budget authority, and (9) special allowances for certain excess amounts of
outlays.

Earmarking
Either of the following:

(1) Dedicating collections by law for a specific purpose or program. Earmarked
collections comprise trust fund receipt accounts, special fund receipt accounts,
and offsetting collections credited to appropriation accounts. These collections
may be classified as budget receipts, proprietary receipts, or reimbursements to
appropriations.

(2) Dedicating appropriations for a particular purpose. Legislative language may
designate any portion of a lump-sum amount for particular purposes. (See also
Special Fund Accounts and Trust Fund Accounts under Account in the President’s
Budget; Offsetting Collections and Proprietary Receipts under Collections;
Committee Allocation.)

Emergency Appropriation (Budget Enforcement Act Term)

For fiscal years 1991 through 1995, an appropriation designated as an emergency
requirement by both the President and the Congress. Under BEA, the discretion-
ary spending limits are adjusted by the total amount of such appropriations for the
fiscal year in which the appropriation was enacted and each succeeding year
through 1995 and will not cause a sequestration. (See also Appropriations under
Budget Authority.)

Emergency Legislation (Budget Enforcement Act Term)

For fiscal years 1991 through 1995, a provision of direct spending or receipts
legislation designated as an emergency requirement by the both the President and
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the Congress. Under BEA, such legislation is not subject to the pay-as-you-go
requirements and will not cause a sequestration. (See also Adjustments to Discre-
tionary Spending Limits; Direct Spending; Discretionary.)

Entitlement Authority

Authority to make payments (including loans and grants) for which budget
authority is not provided in advance by appropriation acts to any person or
government if, under the provisions of the law containing such authority, the U.S.
government is obligated to make the payments to persons or governments who
meet the requirements established by law (2 U.S.C. 622(9), 651(c)(2)(C)).

Under the Budget Enforcement Act, new entitlement authority is considered
direct spending and subject to the pay-as-you-go provisions. (See also Appropri-
ated Entitlement; Authorizing Legislation; Backdoor Authority/Backdoor Spend-
ing; Budget Enforcement Act; Mandatory; Pay-As-You-Go; Spending Authority.)

Excess Deficit (Budget Enforcement Act Term)

The amount by which the estimated deficit for the budget year exceeds the sum of
the following: the maximum deficit amount for that year, any emergency direct
spending or receipts, and—if there is not a full adjustment for technical and
economic reestimates—deposit insurance reestimates. For fiscal years 1992 and
1993, the margin is zero; therefore, any excess deficit triggers sequestration.
However, if the discretionary spending limits and the pay-as-you-go requirement
for direct spending are met, the maximum deficit amount should not be exceeded
through fiscal year 1993. For fiscal years 1994 and 1995, any excess deficit greater
than the $15 billion margin triggers sequestration. (See also Direct Spending
Authority; Discretionary Spending Limits; Emergency Legislation; Margin; Maxi-
mum Deficit Amount; Sequestration.)

Exempt Programs and Activities (Budget Enforcement Act
Term)

A list of programs contained in Section 255 of Gramm-Rudman-Hollings, as
amended by the Budget Enforcement Act (2 U.S.C. 905) that are not subject to
sequestration. The major exempt programs are Social Security, certain railroad
retirement benefits, net interest, certain low-income programs, veterans’ compen-
sation and pensions, and offsetting receipts and collections. Except as specified
(2 U.S.C. 906), administrative expense components of exempt accounts are
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subject to sequestration. Unobligated balances of budget authority carried over
from prior fiscal years, except balances in the defense category, are exempt from
reduction under any sequestration order. The President may, with respect to a
military personnel account, exempt that account or provide for a lower uniform
percentage reduction than would otherwise apply. However, the President must
notify the Congress of how this authority will be exercised on or before August 10
of the budget year. If the President invokes this authority, the sequestration
applicable to the remainder of defense must make up the difference, so that the
total defense sequestration is unchanged. (See also Budgetary Resources; Gramm-
Rudman-Hollings; Sequestrable Resource; Uniform Reduction Percentage.)

Expended Appropriations

Charges during a given period that reflect the costs incurred and the need to pay
for (1) services performed by employees, contractors, vendors, carriers, grantees,
lessors, and other payees, (2) goods and other tangible property received and
accepted, and (3) amounts to be owed in the future under programs for which no
current service or performance is required, such as annuities, insurance claims,
other benefit payments, and some cash grants. Expended appropriations exclude
the repayment of debt, which is considered neither an obligation nor an expendi-
ture and accrue regardless of when cash payments are made, whether invoices
have been rendered, or, in some cases, whether goods or other tangible property
have been physically delivered. This term was formerly known as “Accrued
Expenditures.” (See also Accrual Basis under Bases of Budgeting; Expenditure;
Liability.)

Expenditure

With respect to provisions of the Antideficiency Act (31 U.S.C. 1513-1514) and the
Congressional Budget and Impoundment Control Act of 1974 (2 U.S.C. 622(i)), a
term that has the same definition as outlay. (See also Antideficiency Act;
Antideficiency Act Violation; Congressional Budget Act; Outlay. For a distinction,
see Accrued Expenditure.)

Expense
For accounting purposes, the outflow of assets or incurrence of liabilities (or

both) during a period as a result of rendering services, delivering or producing
goods, or carrying out other normal operating activities.
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Expired Account

An appropriation or fund account in which the balance is no longer available for
incurring new obligations because the time available for incurring such obliga-
tions has expired. Expired accounts will be maintained by fiscal year identity for
5 years. During this 5-year period, obligations may be adjusted if otherwise
proper and outlays may be made from these accounts. Unobligated balances will
not be withdrawn from expired accounts. They will remain available for legiti-
mate obligation adjustments or for obligations properly chargeable to such
accounts, which should have been but were not recorded, but not for new obliga-
tions. After the five-year period has elapsed, all obligated and unobligated bal-
ances are canceled and the expired account is closed.

Feed and Forage Act

The source of legal authority for the Department of Defense and the Coast Guard
(when acting under the Navy's command) to contract or purchase “clothing,
subsistence, forage, fuel, quarters, transportation, or medical and hospital sup-
plies” in excess of amounts otherwise authorized by law.

Feeder Account

Appropriation and revolving fund accounts whose resources are available only for
transfer to other appropriation or revolving fund accounts.

Financing Account

See under Credit Reform Act Accounts under Credit Reform

Financing Tranche

All of the direct loans or guaranteed loans within a cohort, separately identified by
risk category, that are disbursed in the same quarter and that have similar matu-
rity. (See also Cohort; Credit Reform; Direct Loan; Guaranteed Loan.)

Fiscal Policy

Federal government policies with respect to taxes and spending which are in-
tended to promote the nation’s macroeconomic goals, particularly with respect to
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employment, gross domestic product, price level stability, equilibrium in the
balance of payments, the exchange rate, the current account, and the national
savings/investment balance. The budget process is a major vehicle for determin-
ing and implementing federal fiscal policy. (See also Monetary Policy.)

Fiscal Year

Any yearly accounting period, regardless of its relationship to a calendar year.
The fiscal year for the federal government begins on October 1 of each year and
ends on September 30 of the following year; it is designated by the calendar year
in which it ends. For example, fiscal year 1990 began October 1, 1989, and ended
September 30, 1990. (Prior to fiscal year 1977, the federal fiscal year began on
July 1 and ended on June 30.)

Budget Year

The fiscal year for which the budget is being considered, that is the fiscal year
following the current year. For Budget Enforcement Act purposes, the term
budget year means, with respect to a session of Congress, the fiscal year of the
Government that starts on October 1 of the calendar year in which that session
begins.

Current Year

The fiscal year immediately preceding the budget year. For Budget Enforcement
Act purposes, the term current year means, with respect to a budget year, the
fiscal year that immediately precedes that budget year.

Prior Year

The fiscal year immediately preceding the current year.

Fixed Appropriation Account

An account in which appropriations are available for obligation for a definite
period of time. A fixed appropriation account can receive appropriations avail-
able for obligation for one year (an annual account) or for a specified number of
years (a multiyear account). (For a distinction, see No-Year Authority under
Duration under Budget Authority.)
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Full Funding

The provision of budgetary resources to cover the total estimated cost of a
program or project at the time it is undertaken (regardless of when the funds will
actually be obligated).

Full funding generally pertains to multiyear activities, such as the construction of
Navy ships, whether or not all of the funds are obligated in the first year. It differs
from partial funding under which budgetary resources are provided annually only
for the amount expected to be obligated during that year. (For a distinction, see
Incremental Funding. See also Multiple-Year Authority under Duration under
Budget Authority; Multiyear Budget Planning.)

The term full funding sometimes refers to the appropriation of the total amount
authorized by law. A program is said to be fully funded when the appropriation
equals the authorized level or when appropriations are sufficient to cover service
for all eligible persons or organizations.

Functional Classification

A system of classifying budget resources so that budget authority, outlays, re-
ceipts, and tax expenditures can be related to the national needs being addressed.
Each concurrent resolution on the budget allocates these budgetary resources—
except receipts and tax expenditures—among the various functions in the budget.

Each budget account is generally placed in the single budget function (for ex-
ample, national defense or health) that best reflects its major purpose, an impor-
tant national need. A function may be divided into two or more subfunctions,
depending upon the complexity of the national need addressed. (See also Budget
Activity; National Needs.)

(For a presentation of the functional classification for the fiscal 1993 budget, see
appendix II. For a distinction, see Object Classification. See also Agency Mission;
Budget Activity; Mission Budgeting; National Needs; Subfunction.)

Fund Accounting

The legal requirement that federal agencies establish accounts for segregating
revenues, other resources, related liabilities, obligations, and balances in order to
carry out specific activities or achieve certain objectives in accordance with
special regulations, restrictions, or limitations. In a broad sense, the federal
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government requires fund accounting to demonstrate agency compliance with
existing legislation for which government funds have been appropriated or
otherwise authorized.

One of the most important laws requiring federal agencies to adhere to fund
accounting concepts is the Antideficiency Act. (See also Antideficiency Act.)

Government-Sponsored Enterprise (GSE)

A privately owned and operated federally chartered financial institution that
facilitates the flow of investment funds to specific economic sectors. GSEs,
acting as financial intermediaries, provide these sectors access to national capital
markets. The activities of GSEs are not included in the federal budget’s totals
because they are classified as private entities. However, because of their relation-
ship to the government, detailed statements of financial operations and condition
are presented as supplementary information in the budget document. For the
purposes of the Congressional Budget Act of 1974, as amended (2 U.S.C. 622(8)),
an entity must meet certain criteria to qualify as a GSE. (For distinctions, see
Mixed-Ownership Government Corporation; Off-Budget Federal Entity; Wholly-
Owned Government Corporation.)

Gramm-Rudman-Hollings (GRH)

The names of the Senate sponsors (Senators Phil Gramm, Warren Rudman, and
Ernest F. Hollings) of the original legislation and the common name for the
Balanced Budget and Emergency Deficit Control Act of 1985, as amended most
recently by the Budget Enforcement Act of 1990 (2 U.S.C. 900-922). The original
GRH set declining deficit targets and specified automatic deficit reduction proce-
dures. These procedures were substantially revised by the Budget Enforcement
Act. (See also Automatic Spending Increase; Budget Enforcement Act; Discretion-
ary; Exempt Programs and Activities; Limitation; Mandatory; Maximum Deficit
Amount; Sequestrable Resource; Sequestration.)

Grant

A federal financial assistance award making payment in cash or in kind for a
specified purpose. The federal government is not expected to have substantial
involvement with the state or local government or other recipient while the
contemplated activity is being performed. The term “grants” frequently has a
broader meaning and may include grants to nongovernmental recipients, whereas
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the term “grants-in-aid” is commonly restricted to grants to states and local
governments. (See the Federal Grant and Cooperative Agreement Act of 1977,
31 U.8.C. 6301-6308.) The two major forms of federal grants-in-aid are block and
categorical.

Block grants are given primarily to general purpose governmental units in accor-
dance with a statutory formula. Such grants can be used for a variety of activities
within a broad functional area. Examples of federal block-grant programs are the
Omnibus Crime Control and Safe Streets Act of 1968, the Housing and Community
Development Act of 1974, and the grants to states for social services under Title
XX of the Social Security Act.

Categorical grants can be used only for a specific program. They may be formula
or project grants. Formula grants allocate federal funds to states or their subdivi-
sions in accordance with a distribution formula prescribed by law or administra-
tive regulation. Project grants provide federal funding for fixed or known periods
for specific projects or the delivery of specific services or products.

Gross Domestic Product (GDP) (Economics Term)

The value of all final goods and services produced within the borders of the
United States in a given period of time, whether produced by residents or non-
residents. (See also Gross National Product; National Income and Product
Accounts.)

Gross National Product (GNP) (Economics Term)

The value of all final goods and services produced by labor and capital supplied by
residents of the United States in a given period of time, whether or not the resi-
dents are located within the United States. Depreciation charges and other
allowances for business and institutional consumption of fixed capital goods are
subtracted from GNP to derive net national product. GNP is the sum of the
purchases of final goods and services by persons and governments, gross private
domestic investment (including the change in business inventories), and net
exports (exports less imports). The GNP can be expressed in current or constant
dollars. (See also Gross Domestic Product; National Income and Product Ac-
counts.)

Guaranteed Loan

A nonfederal loan to which a federal guarantee is attached. The loan principal is
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recorded as a guaranteed loan regardless of whether the federal guarantee is full
or partial. For the purposes of the Federal Credit Reform Act (2 U.S.C.
661-661(f)), a loan guarantee is defined as any guarantee, insurance, or other
pledge with respect to the payment of all or a part of the principal or interest on
any debt obligation of a nonfederal borrower to a nonfederal lender, but does not
include the insurance of deposits, shares, or other withdrawable accounts in
financial institutions. (See also Credit Reform; Direct Loan; Guaranteed Loan
Commitment.)

Guaranteed Loan Commitment

A binding agreement by a federal agency to make a loan guarantee when specified
conditions are fulfilled by the borrower, the lender, or any other party to the
guarantee agreement. (See also Commitment; Credit Reform; Guaranteed Loan.)

High Employment Budget (Economics Term)

The estimated receipts, outlays, and surplus or deficit that would occur if the U.S.
economy were operating at a specified low level of unemployment (traditionally
defined as a certain unemployment rate of the civilian labor force). (See also
Structural Deficit.)

Identification Code

Each appropriation or fund account in the Budget of the United States
Government carries an 11-digit code that identifies (1) the agency, (2) the
account, (3) the timing of the transmittal to the Congress, (4) the type of fund,
and (5) the account’s functional and subfunctional classifications. (For a detailed
explanation of the account identification code, see appendix II1.)

Implicit Price Deflator (GDP Deflator) (Economics Term)

For a particular year, the ratio of the gross domestic product’s (GDP) current
dollar value to its constant dollar value. The deflator is implicit because the
constant dollar value for total GDP is calculated independently (as the sum of
parts that have been individually adjusted to constant dollar terms). For this
reason, the value of the deflator is affected by shifts in current dollar expenditure
patterns among categories.
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Impoundment

Any action or inaction by an officer or employee of the federal government that
precludes obligation or expenditure of budget authority. (See also Deferral of
Budget Authority; Rescission.)

Incremental Funding

The provision or recording of budgetary resources for a program or project based
on obligations estimated to be incurred within a fiscal year when such budgetary
resources will not cover all the program’s or project’s obligations. Contracts that
cannot be separated for performance by fiscal year may not be funded on an
incremental basis without statutory authority. (For a distinction, see Full Fund-

ing.)

Inflation (Economics Term)

A sustained rise in the general price level.

Inflator

An index used to adjust a nominal dollar amount in one period to its nominal
dollar counterpart in another, that is, to adjust the amount for the effects of
inflation. (See also Adjustment for Changes in Inflation under Adjustments to
Discretionary Spending Limits.)

Internal Control

Plan of organization, methods, and procedures adopted by management to ensure
that (1) resource use is consistent with laws, regulations, and policies; (2) re-
sources are safeguarded against waste, loss, and misuse; and (3) reliable data are
obtained, maintained, and fairly disclosed in reports. See also Assessing Internal
Controls in Performance Audits (GAO/OP-4.1.4), September 1990.

Joint Resolution
Either of the following:

(1) A congressional action that becomes law in the same manner as a bill (that is,

Page 62 GAO/AFMD-2.1.1. Budget Glossary



Terms and Definitions

bicameral enactment and presentment to the President). While there is no real
difference between a bill and a joint resolution, the latter is generally used in
dealing with matters such as a single appropriation for a specific purpose. Joint
resolutions are typically used to increase the statutory limit on the public debt and
for continuing appropriations. These joint resolutions require a majority vote, just
as bills do.

(2) A congressional action used to propose amendments to the Constitution.
Resolutions to propose amendments to the Constitution are not presented to the
President for approval. Adoption of a joint resolution to propose a constitutional
amendment requires a two-thirds majority vote. An amendment proposed by a
joint resolution becomes effective when ratified by three-fourths of the states.

(See also Continuing Appropriation under Budget Authority; Final Sequestration
Report under Sequestration Reports. For a distinction, see Concurrent Resolution
on the Budget.)

Liability

Assets owed for items received, services received, assets acquired, construction
performed (regardless of whether invoices have been received), an amount
received but not yet earned, or other expenses incurred.

Liabilities include (1) amounts owed for goods in the hands of contractors under
the constructive delivery concept (when an agency, the seller, meets long-term
contract obligations) and (2) amounts owed under grants, pensions, awards, and
other indebtedness not involving the furnishing of goods and services. (See also
Accrued Expenditure; Asset; Contingent Liability.)

Limitation

A restriction on the amount of budgetary resources that can be obligated or
committed for a specific purpose. While limitations are most often established
through appropriations acts, they can also be established through authorizing
legislation. Limitations may be placed on the availability of funds for program
levels, administrative expenses, direct loan obligations, guaranteed loan commit-
ments, or other purposes. For the purposes of the Budget Enforcement Act,
obligation limitations are one type of budgetary resource because they establish
the amount that can be obligated. (See also Administrative Division or Subdivi-
sion of Funds; Apportionment; Appropriation Act; Authorizing Legislation;
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Gramm-Rudman-Hollings; Duration and Extensions of Budget Authority under
Budget Authority.)

Line Item

In executive budgeting, a particular expenditure, such as program, subprogram, or
travel costs and equipment. In congressional budgeting, it usually refers to
assumptions about particular programs or accounts implicit but not explicit in the
budget resolution. In appropriations acts, it usually refers to an individual ac-
count or part of an account for which a specific amount is available. (See also
Line-Item Veto; Mission Budgeting; Obligated Balance under Obligational Author-

ity.)

Line-Item Veto

A power (not presently granted to the President) to disapprove—in the same
manner allowed under article I, section 7 of the Constitution—one or both of the
following:

(1) particular items of expenditure or

(2) budget accounts indicated in the budget.

Granting the President a line-item veto would require a constitutional change or a
series of legislative and statutory changes. The line-item veto exists at the state

level in forms that vary from state to state. (See also Account in Treasury’s
Annual Report Appendix; Line Item.)

Liquidating Account

See under Credit Reform Act Accounts under Credit Reform

Look-Back (Budget Enforcement Act Term)

Two Budget Enforcement Act procedures governing sequestration. One applies to
Discretionary Appropriations and the other to Direct Spending.

» If, after June 30, a discretionary appropriation for the fiscal year in progress

causes a breach within a category for that year (after taking into account any
sequestration of amounts within that category), the discretionary spending
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limits for that category for the next fiscal year must be reduced by the amount
of the breach.

¢ Within 15 days after the Congress adjourns, there must be a sequestration to

offset any net deficit increase in that fiscal year and the prior fiscal year caused
hv all direet cnpndmd and receintsg lagiglation enacted after the anactment nftha
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Budget Enforcement Act (after adjusting for any prior sequestration). Such an
end-of-session sequestration is termed a look-back sequestration. (See also
Breach; Category of Discretionary Spending; Discretionary Spending Sequestra-
tion and Pay-As-You-Go Sequestration under Sequestration; Pay-As-You-Go
Sequestration Report under Sequestration Reports; Sequestration.)

Low-Growth Report (Budget Enforcement Act Term)

A notification to the Congress by CBO that (1) either CBO or OMB estimates or
projects two consecutive quarters of negative real economic growth during the
current quarter, the preceding quarter, and the following four quarters, or (2) dur-
ing the most recently reported quarter and the immediately preceding quarter, the
Department of Commerce’s report of actual real economic growth indicates
economic growth of less than one percent. The Congress may consider suspend-
ing sequestration procedures in the event of a low-growth report. (See also Real
Economic Growth; Suspension of Sequestration Procedures.)

M Account

A successor account into which obligated balances (unexpended funds) under an
appropriation were transferred from the expired account (merged) at the end of
the second full fiscal year following expiration. The National Defense Authoriza-
tion Act of 1991 (Public Law 101-510) amended the procedures for closing appro-
priation and fund accounts. Under this legislation, no new M accounts will be
established and existing M accounts will be phased out. (For a discussion of the
new procedures for closing accounts, see Expired Account. See also Merged
Surplus Account.)

Mandatory

A term that usually modifies either “spending,” “amount,” or “appropriation.”
“Mandatory spending” refers to outlays for entitlement programs such as food
stamps, Medicare, veterans’ pensions, payment of interest on the public debt, and
nonentitlements such as payments to states from Forest Service receipts. By
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defining eligibility and setting the benefit or payment rules, the Congress controls
spending for these programs indirectly rather than directly through the appropria-
tions process. “Mandatory amount” is used in the Congressional Budget Act, as
modified by Gramm-Rudman-Hollings, as a synonym for “relatively uncontrol-
lable.” “Relatively uncontrollable” generally means budget authority or budget
outlays that the Congress and the President cannot increase or decrease in a given
year without changing existing substantive law. (See also Appropriations,
Multiple-Year Authority, and No-Year Authority under Budget Authority; Commit-
tee Allocation; Direct Spending Authority; Discretionary; Entitlement Authority;
Gramm-Rudman-Hollings.)

For purposes of Part C of the Balanced Budget and Emergency Deficit Control Act
of 1985 (GRH), as amended by the Budget Enforcement Act, entitlement authority
includes the list of mandatory appropriations included in the joint explanatory
statement of managers accompanying the conference report on the Omnibus
Budget Reconciliation Act of 1990.

Margin (Budget Enforcement Act Term)

The amount by which the deficit may exceed the maximum deficit amount for the
year without triggering sequestration. The margin for fiscal years 1992 and 1993 is
zero and for fiscal years 1994 and 1995 is $15 billion. For fiscal years 1992 and
1993, the maximum deficit amount should not be exceeded if the discretionary
spending limits and the pay-as-you-go requirement for direct spending are met.
(See also Excess Deficit; Maximum Deficit Amount; Sequestration.)

Maximum Deficit Amount (Budget Enforcement Act Term)

The targeted limit for a fiscal year deficit as specified under Title VI of the Con-
gressional Budget Act, as amended. The Budget Enforcement Act requires
specified adjustments to the maximum deficit amount and permits the President
to make optional adjustments for economic and technical reasons for fiscal years
1994 and 1995. (See also Adjustments to Maximum Deficit Amount; Gramm-
Rudman-Hollings; Margin; Sequestration.)

Means of Financing

Ways in which a budget deficit is financed or a budget surplus is used. A budget
deficit may be financed by Treasury (or agency) borrowing, by reducing Treasury
cash balances, by the sale of gold, by seigniorage, by allowing certain unpaid
liabilities to increase, or by other similar transactions. Some means of increasing
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Treasury cash balances, however, can add to the financing requirements of
government. A budget surplus may be used to repay borrowing or to build up cash
balances. (See also Debt, Federal; Debt Service; Seigniorage.)

Merged Surplus Account

An account that represented an unobligated balance from an appropriation whose
period of availability had been expired for more than 2 years. The National
Defense Authorization Act of 1991 (Public Law 101-510) amended the procedures
for closing appropriation and fund accounts. Under this legislation, no new
merged surplus accounts will be established and existing ones will be phased out.
(See also Expired Account; M Account.)

Midsession Review of the Budget

A supplemental summary to the budget the President submits to the Congress in
January or February of that year. As required by 31 U.S.C. 1106, the midsession
review contains revised estimates of budget receipts, outlays, and budget author-
ity and other summary information. OMB is required to issue it by July 15 of each
year.

Mission Budgeting

A budget approach that focuses on purpose rather than input and directs attention
to an agency’s success in meeting its responsibilities. By grouping programs and
activities according to an agency’s mission or end purposes, mission budgeting
makes it easier to identify similar programs. At the highest level in the budget
structure, mission represents basic end-purpose responsibilities assigned to an
agency. Descending levels in the budget structure then focus more sharply on the
specific components of the mission and the programs needed to satisfy it. Line
items, the supporting activities necessary to satisfy the mission, are at the lowest
levels in the budget structure. (See also Agency Mission; Functional Classifica-
tion; Line Item.)

Mixed-Ownership Government Corporation

An enterprise or business activity established by statute and designated by the
Government Corporation Control Act (31 U.S.C. 9101), as a mixed-cwnership
government corporation. The fiscal activities of some mixed-ownership govern-
ment corporations appear in the budget. The Rural Telephone Bank is an example
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of such a corporation. (See also Government-Sponsored Enterprise; Off-Budget
Federal Entity; Wholly-Owned Government Corporation.)

Monetary Policy (Economics Term)

Policies directly affecting the money supply, interest rates, and credit availability
that are intended to promote national macroeconomic goals, particularly goals
concerning employment, gross domestic product, and the stability of price levels
and exchange rates. Monetary policy is directed by the Federal Reserve System.
It functions by influencing the cost and availability of bank reserves through

(1) open-market operations (the purchase and sale of securities, primarily Trea-
sury securities), (2) changes in the ratio of reserves to deposits that commercial
banks are required to maintain, and (3) changes in the discount rate. (See also
Discount Rate; Fiscal Policy.)

Money Supply (Economics Term)

The Federal Reserve Board publishes the following measures of the money
supply:

M1: A relatively narrow measure of the U.S. money supply that primarily includes
the public’s (excluding the banks’) holdings of currency, traveler’s checks, and
checking accounts.

M2: A broader measure of the U.S. money supply than M1 that primarily includes
M1 plus the public’s holdings of (1) savings and small (less than $100,000) time
deposit and money-market deposit accounts held at depositary institutions and
(2) accounts at money-market mutual funds.

M3: A much broader measure of the U.S. money supply that includes M2 plus
large time deposits and term repurchase liabilities (in amounts of $100,000 or
more), term Eurodollars, and balances in institution-only money market funds.

L: A broad measure of liquidity that includes M3 plus U.S. savings bonds, short-
term Treasury securities, commercial paper, and bankers acceptances.

Among these measures, M1 and M2 include assets that can most readily be used to
make transactions or most easily be converted into those that can.
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Monthly Treasury Statement (MTS)

A summary statement prepared from agency accounting reports and issued by the
Department of the Treasury. The MTS presents the receipts, outlays, and result-
ing budget surplus or deficit, and federal debt for the month and the fiscal year-to-
date and compares those figures to the same period in the previous year. (See
also Appendix to Treasury’s Annual Report.)

Multiyear Budget Planning

A process—such as the one used to develop the President’s budget and the
Congressional budget—designed to ensure that the long-range consequences of
budget decisions are identified and reflected in the budget totals. The President’s
(or executive) budget includes multiyear planning estimates for budget authority,
outlays, and receipts for 4 years beyond the budget year. The congressional
budget process considers estimates covering a 3-year period. However, under the
Budget Enforcement Act, congressional budgets cover a 5-year period. This
process provides a structure for the review and analysis of long-term program and
tax policy choices.

OMB planning estimates are either presidential policy or current services esti-
mates. Presidential policy estimates represent projections or extrapolations of
likely outcomes based upon current law and enunciated administration policy. In
some cases, outyear presidential policy estimates represent outyear policy rather
than an extrapolation from budget-year policy. Current services estimates repre-
sent projections of possible outcomes based on the continuation of existing levels
of service without policy changes. (See also Current Services Estimates; Full
Funding; Outyear; Projections.)

National Income and Product Accounts (Economics Term)

Accounts prepared and published by the Department of Commerce that provide
detailed quarterly and annual data on aggregate economic activity within the
United States. These accounts depict in dollar terms the composition and use of
the nation’s output and the distribution of national income to different recipients.
With a few exceptions, the output that is measured is the output acquired in
market transactions by the final users. The accounts make it possible to measure
aggregate output and income and trace trends and fluctuations in economic
activity.

Page 59 GAO/AFMD-2.1.1. Budget Glossary



Terms and Definitions

Because the national income and product accounts offer a consistent picture of
the economy, they are basic analytical tools used to quantify past and present
economic performance and also to forecast future economic developments.
Furthermore, this quantitative framework increases the importance of these
accounts to the formulation of national economic policies. (See also Gross
Domestic Product.)

National Needs

Broad areas providing a coherent and comprehensive basis for analyzing and
understanding the budget in terms of the end purposes being served without
regard to the means that may be chosen to meet those purposes. The budget
resources devoted to meeting national needs are classified according to budget
functions. In this way, budget authority and outlays of on-budget and off-budget
federal entities, loan guarantees, and tax expenditures can be grouped in terms of
the national needs being addressed. (See also Agency Mission; Functional Classi-
fication.)

New Budget Authority

Budget authority that first becomes available for obligation in a given fiscal year.
This includes budget authority that becomes available as a result of a
reappropriation or a statutory change in the availability of unobligated balances
from a prior fiscal year. It also includes a change in the estimated level of indefi-
nite budget authority. (See also Budget Authority.)

New Spending Authority

A term from the Congressional Budget Act (2 U.S.C. 6561(c)) used in the congres-
sional budget process for any statutory changes in permanent, contract, borrow-
ing, or entitlement authority that would increase amounts otherwise available by
law. (See also Congressional Budget Act; Spending Authority.)

Nonbudgetary

A term used to refer to transactions of the government that do not belong within
the budget. Nonbudgetary transactions (such as deposit funds, direct loan and
loan guarantee financing accounts, and seigniorage) are outside the budget
because they do not represent net budget authority or outlays, but rather are
means of financing and do not belong within the budget. This contrasts with “off-
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budget,” which refers to activities that are budgetary in nature but that are re-
quired by law to be excluded from the budget. (See Means of Financing.)

Object Classification

A uniform classification identifying the obligations of the federal government by
the types of goods or services purchased (such as personnel compensation,
supplies and materials, and equipment) without regard to the agency involved or
the purpose of the programs for which they are used. If the obligations are in a
single object classification category, the classification is identified in the Program
and Financing Schedule in the Budget of the United States Government. For the
activities distributed among two or more object classification categories, the
budget has a separate object classification schedule to show the distribution of
the obligations by object classification. (See also Explanation of Estimates in the
“Detailed Budget Estimates” section of the Budget of the United States
Government. General instructions are provided in OMB Circular A-11, revised.
See also Allocation. For a distinction, see Functional Classification.)

Obligation Limitation

See under Limitation

Obligational Authority

The sum of (1) budget authority provided for a given fiscal year, (2) unobligated
balances of amounts brought forward from prior years, (3) amounts of offsetting
collections to be credited to specific funds or accounts during that year, and

(4) transfers between funds or accounts. The balance of obligational authority is
an amount carried over from one year to the next because not all obligational
authority that becomes available in a fiscal year is obligated and paid out in that
same year. Balances are described as (1) obligated, (2) unobligated, or

(3) unexpended.

Obligated Balance

The amount of obligations already incurred for which payment has not yet been
made. For a fixed appropriation account, this balance can be carried forward and
retains its fiscal year identity for five fiscal years after the period of availability
ends. At the end of the fifth fiscal year, the account is closed and any remaining
balance is canceled. Obligated balances of an appropriation account available for
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an indefinite period may be closed if (1) specifically rescinded by law, or (2) the
head of the agency concerned or the President determines that the purposes for
which the appropriation was made have been carried out and disbursements have
not been made against the appropriation for 2 consecutive years. (See also
Duration under Budget Authority; Fixed Appropriation Account.)

Unobligated Balance

The portion of obligational authority that has not yet been obligated. Unobligated
balances whose period of availability has expired are not available for new
obligation and may only be used for recording, adjusting, and liquidating obliga-
tions properly chargeable to the fiscal year account. For a fixed appropriation
account, the balance can be carried forward for five fiscal years after the period of
availability ends. At the end of the fifth fiscal year, the account is closed and any
remaining balance is canceled. For a no-year account, the unobligated balance is
carried forward indefinitely until (1) specifically rescinded by law, or (2) the head
of the agency concerned or the President determines that the purposes for which
the appropriation was made have been carried out and disbursements have not
been made against the appropriation for 2 consecutive years. (See also Duration
under Budget Authority; Expired Account; Expired Budget Authority under
Availability for New Obligations under Budget Authority; Fixed Appropriation
Account.)

Unexpended Balance

The sum of the obligated and unobligated balances.

Obligations Incurred

Amounts of orders placed, contracts awarded, services received, and similar
transactions during a given period that will require payments during the same or a
future period. Such amounts will include outlays for which obligations have not
been previously recorded and will reflect adjustments for differences between
obligations previously recorded and actual outlays to liquidate those obligations.
(For legal basis of obligations incurred, see 31 U.S.C. 1501-1502. See also OMB
Circular A-34.)
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Off-Budget

The term refers to the status of transactions of the government (either federal
funds or trust funds) that belong on-budget according to budget concepts but that
are required by law to be excluded from the budget. The budget documents
routinely report the on-budget and off-budget amounts separately and then add
them together to arrive at the consolidated government totals. (See also
Nonbudgetary; Off-Budget Federal Entity; Outlay; Trust Fund Expenditure Ac-
counts under Trust Fund Accounts under Account in the President’s Budget.)

Off-Budget Federal Entity

Any federal fund or trust fund whose transactions are required by law to be
excluded from the totals of the President’s budget and the Congress’s budget
resolutions, even though these are part of total government transactions. (See
2U.S.C. 622(8).) Current law requires that the Social Security trust funds (the
Federal Old Age and Survivors Insurance and the Federal Disability Insurance
trust funds) and the Postal Service be off-budget. Currently these are the only off-
budget entities; all other federal funds and trust funds are on-budget. Off-budget
federal entities are discussed in the Budget of the United States Government.
(See also Government-Sponsored Enterprise; Mixed-Ownership Government
Corporation; Off-Budget; Total Deficit under Deficit; Wholly-Owned Government
Corporation.)

On-Budget

The term referring to transactions that are included within the budget.

Outlay

The issuance of checks, disbursement of cash, or electronic transfer of funds
made to liquidate a federal obligation. Outlays also occur when interest on the
Treasury debt held by the public accrues and when the government issues bonds,
notes, debentures, monetary credits, or other cash-equivalent instruments in order
to liquidate obligations. Also, under credit reform, the credit subsidy cost is
recorded as an outlay when a direct or guaranteed loan is disbursed.

Outlays during a fiscal year may be for payment of obligations incurred in prior
years (prior-year obligations) or in the same year. QOutlays, therefore, flow in part
from unexpended balances of prior-year budgetary resources and in part from
budgetary resources provided for the year in which the money is spent.
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Outlays are stated both gross and net of offsetting collections. (See Offsetting
Collections under Collections.) Total government outlays include outlays of off-
budget federal entities. (See also Expenditure; Expense.)

Outyear

Any year (or years) beyond the budget year for which projections are made. For
Budget Enforcement Act purposes, the term outyear means, with respect to a
budget year, any of the fiscal years that follow the budget year through fiscal year
1995. (See also Multiyear Budget Planning.)

Oversight Committee

The congressional committee charged with general oversight of an agency’s or
program’s operations. In most cases, the oversight committee for an agency or
program is also its authorizing committee. The Senate Committee on Governmen-
tal Affairs and the House Committee on Government Operations also have general
oversight on budget and accounting measures other than appropriations, except as
provided in the Congressional Budget Act of 1974. (See also Authorizing Commit-
tee.)

Pay-As-You-Go (Budget Enforcement Act Term)

Under the Budget Enforcement Act, the principle that all direct spending and tax
legislation enacted after BEA for a fiscal year must be deficit-neutral in the
aggregate. If Congress enacts direct spending or receipts legislation that causes a
net increase in the deficit, it must offset that increase by either increasing rev-
enues or decreasing another direct spending program in the same fiscal year. This
requirement is enforced by sequestration. (See also Pay-As-You-Go Sequestration
under Sequestration.)

Performance Budgeting

A measure of the efficiency and effectiveness of resource utilization by relating
labor, material, and other costs provided for in a budget to defined results.

Performance Measurement

Any systematic attempt to learn how responsive a government’s services are to
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the needs of constituents through the use of standards and/or milestones.

Point of Order

An objection raised on the House or Senate floor or in committees to a motion or
procedure that violates the body’s rules. Gramm-Rudman-Hollings and the Budget
Enforcement Act authorize points of order against legislation that would violate
various budget resolutions or spending limits. Usually, a point of order may be
waived by a simple majority vote. However, in the Senate, waiver of some points
of order requires a three-fifths vote. (See also Concurrent Resolution on the
Budget; Congressional Budget Act; Special Rules.)

Prepayment of a Loan

See under Asset Sale/Loan Prepayment

Present Value (Economics Term)

The worth of a future stream of returns or costs in terms of money paid immedi-
ately (or at some designated date). A dollar available at some date in the future is
worth less than a dollar available today because the latter could be invested at
interest in the interim. In calculating present value, prevailing interest rates
provide the basis for converting future amounts into their “money now” equiva-
lents.

Under credit reform, the subsidy cost of direct loans and loan guarantees are to be
computed on a present value basis and included as budget outlays at the time the
direct or guaranteed loans are disbursed.

Prime Rate (Economics Term)

The rate of interest charged by commercial banks for short-term loans to highly
creditworthy borrowers.

Producer Price Indexes (Economics Term)
(formerly Wholesale Price Index)

A set of price measures for producers of commodities in the manufacturing,
agriculture, forestry, fishing, mining, gas and electricity, and public utilities

Page 65 GAO/AFMD-2.1.1. Budget Glossary



Terms and Definitions

sectors. These indexes can be organized by either commodity or stage of process-
ing and are published monthly by the Bureau of Labor Statistics. Changes from
one month to another are usually expressed as either monthly or annualized
percentage rates of change.

Program

Generally, an organized set of activities directed toward a common purpose or
goal that an agency undertakes or proposes to carry out its responsibilities.
Because the term has many uses in practice, it does not have a well-defined,
standard meaning in the legislative process. It is used to describe an agency’s
mission, programs, functions, activities, services, projects, and processes. (See
also Program, Project, or Activity.)

Program and Financing Schedule

A schedule published in the Budget of the United States Government'’s “Detailed
Budget Estimates” presenting budget data by each appropriation or fund account.
The schedule consists of three sections: (1) Program by Activities, (2) Financing,
and (3) Relation of Obligations to Outlays. (For a detailed discussion of the
program and financing schedule, see appendix IV. See also Account in the
President’s Budget.)

Program Evaluation

The application of scientific research methods to assess program concepts,
implementation, and effectiveness. The primary focus of evaluation is on events
and conditions that have (or are presumed to have) occurred or are being ob-
served, not on what is likely to happen in the future. Despite the retrospective
character of evaluation, program evaluation findings can often be used as a sound
basis for calculating future costs or projecting the likely effects of a program.

Program, Project, or Activity (PPA)

An element within a budget account. For annually appropriated accounts, the
PPAs are defined by the appropriations acts and accompanying reports and
documentation; for accounts not funded by annual appropriations, they are
defined by the program and financing schedules provided in the “Detailed Budget
Estimates” in the Budget of the United States Government for the relevant fiscal
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year. Under sequestration procedures, except as specifically provided, PPAs are
reduced by a uniform percentage.

Projections

Estimates of budget authority, outlays, receipts, or other budget amounts extend-
ing several years into the future. Projections are generally intended to indicate
the budgetary implications of existing or proposed programs and legislation.
Projections may include alternative program and policy strategies and ranges of
possible budget amounts. Projections usually are not firm estimates of what will
occur in future years, nor are they intended to be recommendations for future
budget decisions.

The statutory basis for preparing and submitting projections are spelled out (1) for
the President in section 201 (a) of the Budget and Accounting Act (31 U.S.C.

1105), (2) for the Congress and Congressional Budget Office in sections 308 and
403 of the Congressional Budget and Impoundment Control Act (2 U.S.C. 639 and
653), and (3) for sequestration estimates in sections 251(a)(7), 252(d), and 257 of
the Balanced Budget and Emergency Deficit Control Act, as amended, (2 U.S.C.
901(a)(7), 902(d), and 907). (See also Baseline; Budget Estimates; Multiyear
Budget Planning.)

Real Economic Growth

The increase in the gross domestic product, adjusted for inflation. For purposes
of the Budget Enforcement Act, real economic growth must be determined in a
way consistent with Department of Commerce definitions. (See also Low-Growth
Report.)

Reapportionment

A revision of a previous apportionment of budgetary resources for an appropria-
tion or fund account. This revision must be approved by the Office of Manage-
ment and Budget. Agencies usually submit requests for reapportionment to OMB
as soon as a change becomes necessary due to changes in amounts available,
program requirements, or cost factors. (For exceptions, see OMB Circular A-34,
sec. 44.4.) This approved revision would ordinarily cover the same period,
project, or activity covered in the original apportionment. (See also Allotment;
Apportionment.)
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Receipts

See under Governmental Receipts under Collections

Recession (Economics Tp‘r'm)

A pervasive, substantial decline in overall business activity that is of at least
several months’ duration. The National Bureau of Economic Research identifies
recessions on the basis of several indicators. As a rule of thumb, recessions are
commonly identified by a decline in real gross domestic product for at least two
consecutive quarters.

Reconciliation

A process the Congress uses to reconcile amounts determined by tax, spending,
credit, and debt legislation for a given fiscal year with levels set in the concurrent
resolution on the budget for the year. Section 310 of the Congressional Budget
and Impoundment Control Act of 1974 (2 U.S.C. 641) provides that the resolution
may direct committees to determine and recommend changes to laws, bills, and
resolutions as required to conform to totals for budget authority, revenues, and
the public debt. Such changes are incorporated into either a reconciliation
resolution or a reconciliation bill. (See also Concurrent Resolution on the Budget;
Congressional Budget Act.)

Reconciliation Bill

A bill reported pursuant to reconciliation instructions in a congressional budget
resolution changing enacted legislation. (See also Congressional Budget Act.)

Reconciliation Instruction

A provision in a concurrent resolution directing one or more committees to report
(or submit to the Budget Committee) legislation changing existing laws or pending
legislation in order to bring spending, revenues, or the debt limit into conformity
with the budget resolution. The instructions specify the committees to which they
apply, indicate the appropriate dollar changes to be achieved, and usually provide
a deadline by which the legislation is to be reported or submitted.
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Reconciliation Resolution

A concurrent resolution (that the President does not sign) reported pursuant to
reconciliation instructions in a congressional budget resolution directing the Clerk
of the House of Representatives or the Secretary of the Senate to make specified
changes in bills and resolutions that have not been enrolled.

Reimbursement

A sum (1) that is received by the federal government as a repayment for commodi-
ties sold or services furnished either to the public or to another government
account and (2) that is authorized by law to be credited directly to specific
appropriation and fund accounts. These amounts are deducted from the total
obligations incurred (and outlays) in determining net obligations (and outlays) for
such accounts. Reimbursements between two accounts for goods or services are
an expenditure transaction/transfer.

Anticipated reimbursements are, in the case of transactions with the public,
estimated collections of expected advances to be received or expected reimburse-
ments to be earned. In transactions between government accounts, anticipated
reimbursements consist of orders expected to be received for which no orders
have been accepted. (See also Offsetting Collections under Collections; Unfilled
Customer Orders.)

Reobligation

Obligation of deobligated funds for another purpose. (See also Deobligation.)

Reprogramming

Shifting funds within an appropriation or fund account to use them for different
purposes than those contemplated at the time of appropriation (for example,
obligating budgetary resources for a different object class from the one originally
planned). While a transfer of funds involves shifting funds from one account to
another, reprogramming involves shifting funds within an account.

Reprogramming is generally preceded by consultation between federal agencies
and the appropriate congressional committees. It often involves formal notifica-
tion and opportunity for congressional committees to state their approval or
disapproval.
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Required Outlay Reduction (Gramm-Rudman-Hollings Term)

The total amount of outlays to be sequestered in a given fiscal year. The amount
of excess deficit above the annual target. (See also Excess Deficit; Margin.)

Rescission

Legislation enacted by Congress that cancels the availability of budgetary re-
sources previously provided by law before the authority would otherwise lapse.

The Impoundment Control Act of 1974 (2 U.S.C. 683) provides for the President to
propose rescissions whenever the President determines that all or part of any
budget authority will not be needed to carry out the full objectives or scope of
programs for which the authority was provided. Likewise, a rescission will be
proposed if all or part of any budget authority limited to a fiscal year—that is,
annual appropriations or budget authority of a multiple-year appropriation in the
last year of availability—is to be reserved from obligation for the entire fiscal
year. Rescission of budget authority may also be proposed for fiscal policy or
other reasons. Generally, amounts proposed for rescission are withheld for up to
45 calendar days of continuous session while the Congress considers the propos-
als.

All funds proposed for rescission, including those withheld, must be reported to
the Congress in a special message. If both houses have not completed action on a
rescission proposed by the President within 45 calendar days of continuous
session, any funds being withheld must be made available for obligation. Con-
gress may also initiate rescissions through its own appropriations process. Such
congressional action occurs for various reasons, including changing priorities,
program terminations, excessive unobligated balances, and program slippage.
(See also Apportionment; Budgetary Reserves; Deferral of Budget Authority;
Impoundment; Rescission Bill.)

Rescission Bill

A hill or joint resolution that cancels, in whole or in part, budget authority previ-
ously granted by law. Rescissions proposed by the President must be transmitted
in a special message to the Congress. Under section 1012 of the Impoundment
Control Act of 1974 (2 U.S.C. 683), unless both houses of the Congress complete
action on a rescission bill within 45 calendar days of continuous session after
receipt of the proposal, the budget authority must be made available for obliga-
tion. (See also Rescission.)
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Restoration

An unobligated amount previously withdrawn (that is, transferred out of an
appropriation account) by administrative action that is returned to the account
and again made available for obligation and outlay. (For a distinction, see
Reappropriation under Extensions of Budget Authority under Budget Authority.)

Revenue
Either of the following:

(1) As used in the congressional budget process, a synonym for governmental
receipts. Revenues result from amounts, such as receipts from individual income
taxes, that are owed to the government but for which no current government
action is required. Article I, section 7 of the U.S. Constitution requires that
revenue bills originate in the House of Representatives.

(2) As used in an accounting sense, the increase in assets (or decrease in liabili-
ties) that results from operations. Revenues result from (1) services performed by
the federal government and (2) goods and other property delivered to purchasers.
(See Collections.)

Rollover

Instead of paying off a loan when due, the principal and sometimes accrued
interest outstanding of a borrower is refinanced (rolled over) as a new loan with a
new maturity date.

Scorekeeping

The process of estimating the budgetary effects of pending and enacted legislation
and comparing them to limits set in the budget resolution or legislation.
Scorekeeping tracks data such as budget authority, receipts, outlays, the surplus
or deficit, and the public debt limit. For purposes of the Congressional Budget
Process, the Budget Committees and the Congressional Budget Office are respon-
sible for scoring legislation in relation to the levels set by the Congress in budget
resolutions and the Budget Enforcement Act.

For purposes of sequestration, the Office of Management and Budget (OMB)
scores legislation in relation to the spending limits, pay-as-you-go requirements,
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and the maximum deficit amounts established by the Budget Enforcement Act. If
OMB determines through its scoring that legislation breaches the spending limits
or the maximum deficit amount or does not meet the pay-as-you-go requirement
for direct spending and receipts legislation, a sequester occurs.

Scorekeeping data published by CBO include, but are not limited to, status reports
on the effects of congressional actions and comparisons of these actions to
targets and ceilings set by the Congress in the budget resolutions. Weekly status
reports are published in the Congressional Eecord for the Senate during the
weeks it is in session and reports for the House of Representatives are published
at least once monthly when the Congress is in session. CBO is required to pro-
duce periodic scorekeeping reports pursuant to section 308(b) of the Congres-
sional Budget and Impoundment Control Act of 1974 (2 U.S.C. 639). Similarly, the
Budget Enforcement Act requires OMB to submit to Congress, five days after
enactment, the budget impact of any appropriation, direct spending, or receipts
legislation. OMB must also make reports to Congress with the submission of the
budget, on August 20th, and 15 days after the end of a congressional session.

The joint explanatory statement of managers accompanying the conference report
on the Omnibus Budget Reconciliation Act of 1990 contains guidelines that the
Budget Committees, CBO and OMB use to score legislation. (See also Current
Level Estimates.)

Seigniorage

The difference between the face value of minted coins and the cost of their
production, including the cost of metal used in the minting. Seigniorage is re-
corded as general fund revenue resulting from an increase in the value of govern-
ment assets when coinage metal is converted to a coin whose face value is higher
than the cost of the metal. Seigniorage arises from the government’s exercise of
its monetary powers. In contrast to receipts from the public, it involves no
corresponding payment by another party. For budget reporting purposes,
seigniorage is excluded from receipts and treated as a means of financing a
deficit—other than borrowing from the public—or as a supplementary amount
that can be applied to reduce debt or to increase the Treasury’s cash when there is
a budget surplus. (See also Means of Financing.)

Sequester

See under Sequestration
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Sequestrable Resource

Budgetary resources subject to reduction or cancellation under a presidential
sequester order. Sequestrable budgetary resources are new budget authority,
unobligated balances, direct spending authority, and obligation limitations.
Certain programs are exempt from sequestration under the Budget Enforcement
Act. (See also Entitlement Authority; Exempt Programs and Activities; Gramm-
Rudman-Hollings; Sequestration; Special Rules.)

Sequestration (Budget Enforcement Act Term)

The cancellation, in accordance with the Budget Enforcement Act, of budgetary
resources provided by discretionary appropriations or direct spending law. The
Budget Enforcement Act created three types of sequestration—-discretionary
spending sequestration, pay-as-you-go sequestration, and deficit-reduction seques-
tration. (For a further discussion of sequestration, see appendix 1. See also
Automatic Spending Increase; Budgetary Resources; Category of Discretionary
Spending; Excess Deficit; Gramm-Rudman-Hollings; Impoundment; Margin;
Maximum Deficit Amount; Rescission; Sequestrable Resource; Special Rules;
Uniform Reduction Percentage.)

Discretionary Spending Sequestration

Sequestration designed to prevent spending from exceeding the discretionary
spending limits set by the Budget Enforcement Act and adjusted by OMB for
specific reasons provided by law. The timing of such a sequestration depends on
when the appropriations that cause the limits to be exceeded are enacted.

(1) An end-of-session sequestration occurs within 15 days after Congress adjourns
to end a session, if appropriations enacted before Congress adjourns cause a
breach in the limits for that fiscal year.

(2) If an appropriation is enacted during the next session of Congress (after
Congress adjourns to end the session for the budget year), but before July 1, that
causes a breach in the limits for that fiscal year, a within-session sequestration
occurs 15 days later.

If an appropriation is enacted between June 30 and September 30 for the fiscal

year in progress that causes a breach in a spending limit, the applicable spending
limit for the next fiscal year is reduced by the amount of the breach.

Page 73 GAO/AFMD-2.1.1. Budget Glossary



Terms and Definitions

Pay-As-You-Go Sequestration

Sequestration of direct spending programs required if direct spending or receipts
legislation enacted subsequent to the enactment of BEA causes a net increase in
the deficit. Pay-as-you-go sequestrations are always end-of-session sequestra-
tions.

Deficit-Reduction Sequestration

Sequestration resembling the Gramm-Rudman-Hollings sequestration in that it is
designed to eliminate the overall excess deficit. However, provisions for a deficit-
reduction sequestration are designed so that there should be no deficit-reduction
sequestration necessary for fiscal years 1991 through 1993, For fiscal years 1994
and 1995, the President may choose to adjust the maximum deficit amount to
reflect up-to-date reestimates of economic and technical assumptions. If he does
so0, a deficit-reduction sequestration should not be necessary.

Sequestration Reports (Budget Enforcement Act Term)

Reports issued by CBO and OMB to the Congress on Budget Enforcement Act
consequences of legislation and indicating the necessity for a sequestration.

Sequestration Reports Classified by Content

Discretionary Sequestration Report. A sequestration report setting forth, in
the preview and update reports, estimates for the current year and each subse-
quent year through 1995 of the applicable spending limits for each category and an
explanation of any adjustments in such limits.

The final report also includes a discretionary sequestration report that sets forth
estimates (1) for the current year and the budget year, the estimated new budget
authority and outlays for each category and the breach, if any, in each category;
(2) for each category for which a sequestration is required, the sequestration
percentages necessary to achieve the required reduction; and (3) for the budget
year, for each account to be sequestered, estimates of the baseline level of
sequestrable budgetary resources and resulting outlays and the amount of budget-
ary resources to be sequestered and resulting outlay reductions. (See also Adjust-
ments to Discretionary Spending Limits; Breach; Discretionary; Sequestration;
Sequestration Reports Classified by Timing.)
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Pay-As-You-Go Sequestration Report. A sequestration report containing, in
the preview and update reports, the following: (1) the amount of net deficit
increase or decrease, if any, calculated under pay-as-you-go look-back procedures;
(2) a list identifying each law enacted and sequestration implemented (after the
date of enactment of the Budget Enforcement Act) included in the calculation of

A 1+h if +3 £4+hna hiad +.
the amount of deficit increase or decrease with a specification of the budgetary

effect of each such law; and (3) the sequestration percentage or percentage
necessary to prevent a deficit increase.

The final pay-as-you-go sequestration report contains (1) all of the information
required in the preview report; (2) for the budget year, for each account to be
sequestered, estimates of the baseline level of sequestrable budgetary resources
and resulting outlays and the amount of budgetary resources to be sequestered
and resulting outlay reductions; and (3) estimates of the effects on outlays of the
sequestration in each outyear through 1995 for direct spending programs. (See
also Look-Back; Pay-As-You-Go; Sequestration Reports Classified by Timing.)

Deficit Sequestration Report. A sequestration report containing, in the pre-
view and update reports, the following: (1) the maximum deficit amount, the
estimated deficit, the amount by which the estimated exceeds the maximum
deficit (the excess deficit), and the margin, (2) the amount of required pay-as-you-
go reductions, the excess deficit remaining after those reductions have been
made, and the amount of additional reductions required from defense and non-
defense accounts.

The final deficit sequestration report contains (1) all of the information required in
the preview report, (2) for the budget year, for each account to be sequestered,
estimates of the baseline level of sequestrable budgetary resources and resulting
outlays and the amount of budgetary resources to be sequestered and resulting
outlay reductions, and (3) estimates of the effects on outlays of the sequestration
in each outyear through 1995 for direct spending programs. (See also Sequestra-
tion Reports Classified by Timing.)

Sequeétration Reports Classified by Timing

Preview Reports. Discretionary, pay-as-you-go, and deficit sequestration reports
issued by OMB and CBO based upon laws enacted through their issuance dates.
CBO issues its preview report five days before the President’s annual budget
submission to the Congress. OMB issues its preview report the day of the
President’s budget submission. CBO issues its report to OMB, the Senate, and the
House of Representatives and OMB issues its report to the Senate, the House of
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Representatives, and the President. (See also Sequestration Reports Classified by
Content.)

Sequestration Update Reports. Deficit, discretionary, and pay-as-you-go
reports issued on August 15 by CBO to OMB, the House of Representatives, and
the Senate and by OMB on August 20 to the President, the House of Representa-
tives, and the Senate. These reports are to reflect laws enacted through those
dates and must contain all the information required in the sequestration preview
reports. (See also Sequestration Reports Classified by Content.)

Within-Session Sequestration Report. Discretionary sequestration reports
that are issued by CBO and OMB 10 and 15 days respectively, after enactment of
an appropriation for a fiscal year in progress that causes a breach of discretionary
spending limits, if the Congress enacts such appropriations after the Congress
adjourns to end the session for that budget year and before July 1 of that fiscal
year. (See also Sequestration Reports Classified by Content.)

Final Sequestration Reports. Deficit, discretionary, and pay-as-you-go reports
issued 10 days after the end of a congressional session by CBO to OMB, the House
of Representatives, and the Senate and by OMB 15 days after the end of session to
the President, the House of Representatives, and the Senate. These reports reflect
laws enacted through their dates of issuance and contain all information con-
tained in the preview reports as well as additional information on sequestrations if
necessary. (See also Sequestration Reports Classified by Content.)

Special Fund Accounts

See under Federal Fund Accounts under Account in the President’s Budget

Special Rules (Budget Enforcement Act Term)

Either of the following:

(1) Procedures for calculating the sequestrable amount for certain programs that
yield sequestration reductions different from the uniform percentage reduction.
For example, the sequestration of Medicare to enforce deficit targets is limited by
a special rule to not more than 2 percent, although the uniform percentage reduc-
tion may be higher. (See also Automatic Spending Increase; Sequestrable Re-
source; Sequestration; Uniform Reduction Percentage.)
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(2) Procedures, usually in the House of Representatives, waiving points of order
against legislation that violates procedural or substantive restrictions in the
Congressional Budget Act of 1974 (2 U.S.C. 601-661). (See also Congressional
Budget Act; Point of Order.)

Spending Authority

As defined by section 401(c) of the Congressional Budget Act of 1974, as amended
(2 U.S.C. 651(c)), a collective designation for authority provided in laws other
than appropriation acts to obligate the government to make payments. It includes
contract authority, authority to borrow, and entitlement authority for which the
budget authority is not provided in advance by appropriation acts. It also includes
authority to forgo the collection of proprietary offsetting receipts and to make any
other payments for which the budget authority is not provided in advance by
appropriation acts. Spending authority is commonly referred to as backdoor
authority or 401(c) authority. (See also Backdoor Authority/Backdoor Spending;
Congressional Budget Act; Direct Spending Authority; Entitlement Authority; New
Spending Authority; Spending Committee.)

Spending Committee

A standing committee of the House or Senate with jurisdiction over legislation
permitting the obligation of funds. The House and Senate Appropriations Commit-
tees are spending committees for discretionary programs. For other programs,
the authorizing legislation itself permits the obligation of funds (backdoor author-
ity). Inthat case, the authorizing committees are the spending committees. (See
also Authorizing Committee; Backdoor Authority/Backdoor Spending; Spending
Authority.)

Spendout Rate/Outlay Rate

In a fiscal year, the ratio of outlays resulting from new budgetary resources to the
new budgetary resources. The two terms are synonymous. (See also Composite
Outlay Rate.)

Standard General Ledger Chart of Accounts

A uniform listing of accounts and supporting transactions that standardizes
federal agency accounting and supports the preparation of standard external
reports. The U.S. Government Standard General Ledger Chart of Accounts

Page 77 GAO/AFMD-2.1.1. Budget Glossary



Terms and Definitions

(1) provides control over all financial transactions and resource balances,
(2) satisfies basic reporting requirements of OMB and Treasury, and (3) integrates
proprietary and budgetary accounting.

Standardized Employment Budget (Economics Term)

A budget that removes the influence of economic fluctuations by calculating the
level of receipts and expenditures that would occur under current law if economic
activity were equal to some estimate of the economy’s high-employment potential.

Structural Deficit

The portion of the budget deficit that would remain even if the unemployment rate
were at the inflation threshold level (that is, the lowest level of unemployment
possible without increasing inflation). (See also High Employment Budget.)

Subfunction

A subdivision of a budget function. For example, health care services and health
research are subfunctions of the health budget function. (For a presentation of
the budget in terms of subfunctions, see appendix Il. See also Functional Classifi-
cation.)

Subsidy

Generally, a payment or benefit made by the federal government where the benefit
exceeds the cost to the beneficiary. Subsidies are designed to support the con-
duct of an economic enterprise or activity, such as ship operations. They may
also refer to (1) provisions in the tax laws for certain tax expenditures and (2) the
provision of loans, goods, and services to the public at prices lower than market
value. These include interest subsidies.

Under credit reform, the net present value of the cost to the government of direct
loans or loan guarantees constitute subsidies. (See also Credit Reform; Credit
Subsidy Cost; Tax Expenditure.)

Substantive Law

A law that usually authorizes the executive branch to carry out a program of work
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or activity or that creates rights and obligations. Financing of the program is
usually provided through permanent or annual appropriations. (See also Authoriz-
ing Legislation.)

Supplemental Appropriation

An act appropriating funds in addition to those in an annual appropriation act.
Supplemental appropriations provide additional budget authority beyond the
original estimates for programs or activities (including new programs authorized
after the date of the original appropriation act) in cases where the need for funds
is too urgent to be postponed until enactment of the regular appropriation bill.
Supplementals may sometimes include items not appropriated in the regular bills
for lack of timely authorizations.

Surplus

Budget Surplus

The amount by which the government’s budget receipts exceed its budget outlays
for a given period, usually a fiscal year. Sometimes a deficit is a negative surplus.

Total Surplus

The amount by which the sum of the government’s on-budget and off-budget
receipts exceed the sum of its on-budget and off-budget outlays for a given period,
usually a fiscal year. (See also Total Deficit under Deficit.)

Suspense Account

A combined receipt and expenditure account established to temporarily hold
funds which are later refunded or paid into another government fund when an
administrative or final determination as to the proper disposition is made.

Suspension of Sequestration Procedures

The temporary cancellation of sequestration procedures. The issuance of a low-
growth report triggers the process to suspend Budget Enforcement Act sequestra-
tion provisions and certain Budget Enforcement Act points of order by requiring
the Senate Majority Leader to introduce a joint resolution to suspend portions of
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the act and permitting the House Majority Leader to introduce a similar resolution.
Enactment of a declaration of war would automatically suspend the sequestration
process and certain Budget Enforcement Act points of order. (See also Low-
Growth Report.)

Tax

A sum that a government authority imposes upon persons or property to pay for
government activities.

The power to impose and collect federal taxes is given to the Congress in Article I,
Section 8 of the Constitution. Collections that arise from the sovereign powers of
the federal government constitute the bulk of governmental receipts, which are
compared with budget outlays in calculating the budget surplus or deficit. (See
also Governmental Receipts under Collections; Revenue.)

Tax Credit

An amount that offsets or reduces tax liability. When the allowable tax credit
amount exceeds the tax liability, and the difference is paid to the taxpayer, the
credit is considered refundable. Otherwise, the difference can be (1) allowed as a
carryforward against future tax liability, (2) allowed as a carryback against past
taxes paid, or (3) lost as a tax benefit. (See also Tax Expenditure.)

Tax Deduction

An amount that is subtracted from the tax base before tax liability is calculated.

Tax Expenditure

A revenue loss attributable to a provision of the federal tax laws that (1) allows a
special exclusion, exemption, or deduction from gross income or (2) provides a
special credit, preferential tax rate, or deferral of tax liability.

Tax expenditures are subsidies provided through the tax system. Rather than
transferring funds from the government to the private sector, the U.S. Treasury
Department forgoes some of the receipts that it would have collected, and the
beneficiary taxpayers pay lower taxes than they would have had to pay. Ex-
amples include tax expenditures for child care and the exclusion of fringe benefits
from taxation. (See also Subsidy; Tax Credit; Tax Expenditures Budget.)
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Tax Expenditures Budget

A list of legally sanctioned tax expenditures for each fiscal year and an estimate of
revenue loss which, according to the 1974 Congressional Budget and Impound-
ment Control Act, as amended (31 U.S.C. 1105 (a)(16)), must be part of the
President’s budget submission to the Congress. The Tax Expenditures Budget is
for display purposes only and is not a budget that allocates these tax expenditures
annually. (See also Tax Expenditure.)

Technical and Economic Assumptions

Assumptions about factors affecting estimations of future outlays and receipis
that are not a direct function of legislation. Economic assumptions involve such
factors as the future inflation and interest rates. Technical assumptions involve
all other nonpolicy factors. For example, in the Medicare program, estimations
regarding demography, hospitalization versus out-patient treatment, and morbidity
all affect estimations of future outlays. (See also Adjustments to Maximum Deficit
Amount.)

Transfer

Shifting of all or part of the budget authority in one appropriation or fund account
to another, as specifically authorized by law. The nature of the transfer deter-
mines whether the transaction is treated as an expenditure or a nonexpenditure
transfer. (See also Allocation.)

Expenditure Transfer

A transaction between appropriation and fund accounts which represents pay-
ments, repayments, or receipts for goods or services furnished or to be furnished.

Where the purpose is to purchase goods or services or otherwise benefit the
transferring account, an expenditure transfer/transaction is recorded as an
obligation/outlay in the transferring account and an offsetting collection in the
receiving accounts.

If the receiving account is a general fund appropriation account or a revolving
fund account, the offsetting collection is credited to the appropriation or fund
account. If the receiving account is a special fund or trust account, the offsetting
collection is usually credited to a receipt account of the fund.
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All transfers between federal funds (general, special, and nontrust revolving
funds) and trust funds are also treated as expenditure transfers.

Nonexpenditure Transfer

For accounting and reporting purposes, a transaction between appropriation and
fund accounts that does not represent payments for goods and services received
or to be received but rather serves only to adjust the amounts available in the
accounts for making payments. However, transactions between budget accounts
and deposit funds will always be treated as expenditure transactions since the
deposit funds are outside the budget. Nonexpenditure transfers also include
allocations. These transfers may not be recorded as obligations or outlays of the
transferring accounts or as reimbursements or receipts of the receiving accounts.
For example, the transfer of budget authority from one account to another to
absorb the cost of a federal pay raise is a nonexpenditure transfer. (See Alloca-
tion; see also Transfer Appropriation Accounts under Account for Purposes Other
Than Budget Presentation.)

Transfer Payment (Economics Term)

In the national income and product accounts, a payment made by the federal
government or a business firm to an individual or organization for which no
current or future goods or services are required in return. Government transfer
payments include Social Security benefits, unemployment insurance benefits,
government retirement benefits, and welfare payments. Transfer payments by
business firms consist mainly of gifts to nonprofit institutions. Businesses also
commonly include as transfer payments customer debts that remain unpaid and
are thus considered bad debts. (See also National Income and Product Accounts.)

Treasury Security

A debt instrument of the U.S. Treasury issued to finance the operations of the
government or refinance the government’s debt.

Treasury Bill
The shortest term federal security. Maturity dates for Treasury bills normally vary

from 3 to 12 months and are sold at a discount from face value rather than carry-
ing a coupon rate of interest.
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Treasury Note

A federal debt instrument with a maturity from 1 to 10 years.

Treasury Bond

A federal debt instrument with a maturity of more than 10 years.

Trust Fund Accounts

See under Account in the President’s Budget

Undelivered Orders

The value of goods and services ordered and obligated which have not been
received. This amount includes any orders for which advance payment has been
made but for which delivery or performance has not yet occurred. This term is
synonymous with unliquidated obligations. (See also Advance.)

Undistributed Offsetting Receipts

Offsetting receipts that are deducted from totals for the government as a whole
rather than from a single agency or subfunction in order to avoid distortion of
agency or subfunction totals. Offsetting receipts that are undistributed in both
agency and functional tables are the collections of employer share of employee
retirement payments, rents and royalties on the Outer Continental Shelf, and the
sales of major assets.

Interest received by trust funds are undistributed offsetting receipts in the agency
tables, but are distributed by function (that is, they are subfunctions 902 and 903
in functional tables). (For a more detailed description, see “Federal Programs by
Function” and the introduction to “Technical Perspectives on Expenditures, Off-
Budget Activities, Capital Outlays, and Borrowing” in the Budget of the United
States Government.)

Unemployment Rate (Economics Term)

The share of the labor force that is unemployed. It is the number of unemployed
persons, most commonly expressed as a percentage of the civilian labor force but
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sometimes as a percentage of other relevant labor forces or of the total labor
force, including the armed forces residing in the United States.

Unfilled Customer Orders

The dollar amount of orders accepted from other accounts within the government
for goods and services to be furnished on a reimbursable basis. In the case of
transactions with the public, these orders are amounts advanced or collected for
which the account or fund has not yet performed the service or incurred its own
obligations for that purpose. (See also Reimbursements under Offsetting Collec-
tions under Collections.)

Unified Budget

Under budget concepts set forth in the Report of the President’s Commission on
Budget Concepts, a comprehensive budget in which receipts and outlays from
federal and trust funds are consolidated. When these fund groups are consoli-
dated to display budget totals, transactions that are outlays of one fund group for
payment to the other fund group (that is, interfund transactions) are deducted to
avoid double counting. The unified budget should, as conceived by the President’s
Commission, be comprehensive of the full range of federal activities. However, by
law, budget authority, outlays, and receipts of off-budget programs (currently only
the U.S. Postal Service and Social Security) are excluded from the current budget,
but data relating to off-budget programs are displayed in the budget documents.

Uniform Reduction Percentage (Budget Enforcement Act
Term)

The proportion of accounts to be sequestered. For most sequestrable budgetary
resources, the amount to be sequestered is determined by multiplying the amount
included in the baseline for that resource by the defense or nondefense uniform
reduction percentage. For some programs with automatic spending increases or
covered by special rules in Gramm-Rudman-Hollings, as amended by the Budget
Enforcement Act, special procedures for calculating sequestrable amounts are
applied. (See also Automatic Spending Increase; Sequestrable Resource; Seques-
tration. For exceptions to the uniform reduction percentage, see Special Rules.)

Up-to-Date (Budget Enforcement Act Term)

The most recent generally accepted concept, definition, estimate, or other budget-
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ary information. Up-to-date usually refers to what is accepted in the Congress;
however, it is not specifically defined in BEA. (See also Adjustment to Maximum
Deficit Amount. For a distinction, see Current.)

User Fee

A fee charged to users for goods or services provided by the federal government.
User fees generally apply to federal activities that provide special benefits to
identifiable recipients above and beyond what is normally available to the public.
User fees are normally related to the cost of the goods or services provided. They
may be paid into the general fund or, under specific statutory authority, may be
made available to an agency carrying out the activity. An example is a fee for
entering a national park.

From an economic point of view, user fees may also be collected through a tax
such as an excise tax. Since these collections result from the government’s
sovereign powers, the proceeds are recorded as budget receipts, not as offsetting
receipts or offsetting collections.

In the narrow budgetary sense, a toll for the use of a highway is considered a user
fee because it is related to the specific use of a particular section of highway.
Such a fee would be counted as an offsetting receipt or collection and might be
available for use by the agency. Alternatively, highway excise taxes on gasoline
are considered a form of user charge in the economic sense, but since the tax
must be paid regardless of how the gasoline is used and since it is not directly
linked with the provision of the specific service, it is considered a tax and is
recorded as a governmental receipt in the budget. (See aiso Offsetting Collections
under Collections; Tax.)

Views and Estimates Report

A report that the Congressional Budget Act of 1974 requires each House and
Senate committee with jurisdiction over federal programs to submit to their
respective Budget Committees each year within 6 weeks of the submission of the
President’s budget. Each report contains a committee’s comments or recommen-
dations on budgetary matters within its jurisdiction.

Warrant

An official document that the Secretary of the Treasury issues pursuant to law and
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that establishes the amount of monies authorized to be withdrawn from the
central accounts that Treasury maintains. Warrants for currently unavailable
special and trust fund receipts are issued when requirements for their availability
have been met. (For a discussion of availability, see Availability for New Obliga-
tions under Budget Authority.)

Wholesale Price Index

See under Producer Price Indexes

Wholly-Owned Government Corporation

An enterprise or business activity established by statute and designated as a
wholly-owned government corporation. Each such corporation is required to
submit an annual business-type statement to the Office of Management and
Budget. Wholly-owned government corporations are audited by the General
Accounting Office as required by the Government Corporation Control Act of
1945, as amended (31 U.S.C. 9105) and other laws. The Pension Benefit Guaranty
Corporation is an example of a wholly-owned government corporation. Budget
concepts call for any corporation that is wholly owned by the government to be
included on-budget. (See also Government-Sponsored Enterprise; Mixed-
Ownership Government Corporation; Off-Budget Federal Entity.)

Working Capital Fund

A revolving fund that operates as an accounting entity. In these funds, the assets
are capitalized and all income is in the form of offsetting collections derived from
the funds’ operations and available in their entirety to finance the funds’ continu-
ing cycle of operations without fiscal year limitation. A working capital fund is a
type of intragovernmental revolving fund. (See also Intragovernmental Revolving
Fund Account under Intragovernmental Fund Accounts under Account in the
President’s Budget.)

Page 86 GAO/AFMD-2.1.1. Budget Glossary



Appendix I
Overview of the Federal Budget Process

A budget, in customary usage, is a plan for managing funds, setting levels of
spending, and financing the spending. Specifically, it presents receipt and spend-
ing estimates and recommendations. Since formulating a budget involves choos-
ing among alternative expenditures, a budget is also a plan of operations and a
description of goals and priorities. The federal budget contains

¢ arecord of actual receipts and spending levels for the fiscal year just com-
pleted,

¢ arecord of current-year estimated receipts and spending, and

¢ estimated receipts and spending for the upcoming fiscal year and 4 years
beyond.

While federal budgeting is a continuous process, it is possible to identify a 2-1/2
year cycle. This cycle can be understood and studied in terms of four phases:

(1) executive budget formulation, (2) the congressional budget process, (3) budget
execution and control, and (4) audit and evaluation.! The discussion that follows
describes the budgetary process in general and then in terms of these four phases.

The federal budget process is initiated by executive budget formulation. By law,
the President prepares and submits the executive budget to the Congress. The
Congress reviews the President’s budget and then adopts its budget resolution
which sets forth its budget guidelines. Subsequently, the Congress and the
President enact laws that create levels of budgetary authority—the legal right to
obligate and ultimately spend funds--which become legally binding spending
ceilings for all federal agencies.

The Constitution gives the Congress the responsibility for passing substantive law
(that is, law that authorizes programs), appropriations, and tax legislation (Article
I, sections 1, 8, and 9) and effectively gives the President executive responsibili-
ties (Article IT). However, there was no formal budgeting system when the Budget
and Accounting Act of 1921 established a federal budget process that requires the
President to transmit a proposed federal budget to the Congress for the upcoming
fiscal year. The Congressional Budget Act of 1974 created the congressional
budget process and established October 1 through September 30 as the federal
fiscal year.

IThe budget process and the financial management process are closely related. See Managing the Cost
of Government (GAO/AFMD-85-35A, February 1985), p. 3.
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Phase 1: Executive Budget Formulation

By February, the President submtits to the Congress a budget for the fiscal year
starting on the following October 1. Preparation of the budget begins about 10
months before it is submitted to the Congress. For example, for the 1993 budget,
transmitted to the Congress in February of 1992, the budget process began in the
spring of 1991. Thus federal agencies must deal concurrently with 3 fiscal years:
(1) the current year, whose budget they are executing, (2) the coming fiscal year
beginning October 1, for which they are seeking funds (the budget year), and

(3) the following fiscal year, for which they are preparing information and re-
quests.

Executive budget formulation, based upon proposals, evaluations, and policy
decisions, begins at agencies’ organizational units. During executive budget
formulation, federal agencies receive revenue estimates and economic projections
from the Treasury Department, the Council of Economic Advisers (CEA), and the
Office of Management and Budget (OMB).

Executive Budget Formulation Timetable

April-June: OMB and the President conduct reviews to establish policy
for the next budget

During April through June, before it examines detailed spending and program
requests, OMB reviews the major policy issues for the next budget and updates
the long-term forecast of receipts and expenditures. Together with the Depart-
ment of the Treasury and CEA, it presents the President with a projection of
economic conditions. The President then makes policy decisions while OMB
issues technical instructions for preparing the annual budget-year estimate and
the estimates for the following 4 fiscal years. For example, in the April-June 1991
timeframe, OMB issued instructions for making 1993-97 budget estimates.

July-August: OMB provides agencies with policy guidance for the upcom-
ing budget

Based on the President’s decisions during policy development, OMB, in July and
August, issues policy directions and planning ceilings to the agencies, both for the
budget year and for the following 4 years. These instructions guide the prepara-
tion of agencies’ formal budget requests. In July and August 1991, these instruc-
tions and ceilings applied to the 1993-97 budget estimates.
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September-October: Agencies submit initial budget request materials

Executive branch departments and agencies subject to executive branch budget
review must submit their budget requests and other initial materials to OMB by

September 1 of the year prior to the start of the year that the budget request
covers (that is, September 1, 1992 for fiscal year 1994). OMB representatives then
schedule hearings or informal discussions with agencies to obtain a better under-
standing of agency policies and programs and to allow agencies to defend their
requests. Agencies not subject to executive branch review (for example, Federal
Reserve Board) submit their budget request by October 15 of the year prior to the
year that the budget request covers (for example, October 15, 1992 for fiscal year
1994). The legislative and judiciary branches submit their budget materials in
November and December of that year, in accordance with OMB guidance.

November-December: OMB and presidential decisions

OMB reviews the agencies’ materials and its staff prepares issue papers and
recommendations for the OMB Director's Review. Then, the staff discuss major
issues with the Director. After the Director’s Review, OMB passes budget deci-
sions back to the agencies. They may appeal decisions with which they disagree.
If OMB and an agency cannot reach agreement, the agency may appeal to the
President.

Final budget decisions will also reflect proposals for management and program-
delivery improvements resulting from agency and OMB reviews during the execu-
tive budget formulation process. One section of the Budget of the United States
Government, Fiscal Year 1993, “Managing for Integrity and Efficiency,” highlights
these proposals.

OMB not only assists in making individual budget decisions, it also tracks the
result of these decisions. OMB calculates the effect of budget decisions on
receipts, budget authority, and outlays.

When OMB informs agencies of final decisions, agencies revise their budget
submissions to conform to these decisions. These final estimates are transmitted
to the Congress in the President’s budget.

By the first Monday in February: President submits budget

In accordance with current law, the President must transmit the budget to the
Congress on or before the first Monday in February.
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January-February: OMB sends allowance letters

After transmitting the budget to the Congress, OMB sends allowance letters to
agency heads to formally inform them of (1) budget decisions and multiyear
planning estimates, (2) employment ceilings, (3) goals for management improve-
ments, and (4) significant policy, program, and administrative matters. The
multiyear planning estimates become the starting point in formulating the
President’s next budget.

By July 15: President submits mid-session review document to the
Congress

The Congressional Budget Act of 1974, as amended, requires the President to
submit to the Congress on or before July 15 a supplementary budget summary
which provides data to aid in evaluation of the President’s budget. This summary,
referred to as the mid-session review, includes updated Presidential policy budget
estimates, summary updates to the information contained in the budget submis-
sion, and budget-year baseline estimates.

Phase 2: The Congressional Budget Process

The Congress does not have to adopt the President’s budget proposals and may
alter them or make its own proposals. It can change funding levels, modify or
eliminate programs (or add new ones not requested by the President), and act on
legislation determining tax rates. The Congress, however, normally does not vote
on expenditures (outlays) of federal funds directly, but rather on requests for
budget authority. Budget authority permits federal agencies to incur obligations
and hence to spend federal funds. The Congress does not enact a congressional
budget, but rather has a budget process that yields legislation authorizing and
appropriating funds within the guidelines of a budget resolution. OMB compiles
the permitted levels of spending determined by authorization and appropriation
laws and shows them in the next year’s executive budget documents as estimated
budget levels for the current fiscal year.

Before an agency requests budget authority, the Congress generally acts on
legislation authorizing the agency to carry out a particular program, such as
monitoring toxic waste cleanup or building highways. In the case of borrowing
authority, contract authority, and the authority to obligate and expend the pro-
ceeds of offsetting receipts and collections, authorizing legislation creates budget
authority, subject to limitations expressed in appropriations laws. Authorizing
legislation may or may not limit the funds for a given program. Some programs
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are reauthorized every year, while other programs are authorized for several years
in advance.

For those programs for which funds are provided through the appropriations
process, the amount each department, agency, or program receives is determined
by legislation considered by the House and Senate Appropriations Committees
and their subcommittees, each of which has jurisdiction over specific federal
agencies or programs. Less than 40 percent of federal expenditures are controlled
by appropriations committees. (For further explanation, see the definitions of
Backdoor Authority, Budget Authority, Obligational Authority, Outlay, and Spend-
ing Authority.)

Appropriations may be for 1 year (the standard form), which allows an agency to
obligate funds only during 1 fiscal year; they may be multiyear appropriations; or
they may be “no-year,” that is, they may be for any fiscal year. The Constitution
requires that all revenue (tax) bills originate in the House, and, by custom, the
House also originates appropriations measures.

When an agency does not receive its new appropriation before the old one lapses,
it must cease ongoing, regular functions unless their cessation would immediately
threaten the safety of human life or the protection of property, or unless a continu-
ing resolution is passed by the Congress and presented to the President. The
President may veto the resolution, sign it into law, or allow it to become law
without signing it.

In 1974, both the design of the federal budget and the process were changed. The
Congressional Budget Act of 1974 established the current functional structure of
the budget and created congressional budget procedures and institutions to
support a new congressional budget process. The Balanced Budget and Emer-
gency Deficit Control Act of 1985,%2 as amended by the Balanced Budget and
Emergency Deficit Control Reaffirmation Act of 1987 and the Budget Enforcement
Act of 1990, established procedures designed to force a reduction in the federal
deficit.

Establishment of the Congressional Budget Process

To create a congressional budget process, the Congressional Budget Act of 1974
created new institutions: the Senate and House Budget Committees and the
Congressional Budget Office (CBO). The act gives the Budget Committees of the

2Otherwise known as Gramm-Rudman-Hollings.
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Senate and the House authority to draft the concurrent resolution on the budget
(Congress’s annual budget plan for the federal government) for consideration by
the full Senate and House. Unlike the authorizing and appropriating committees,
which focus on individual federal programs, the Budget Committees focus on
broad spending categories, aggregate federal budget totals, and how total spend-

mﬁ affects the national economy. The Committees also ](nnn track of individual
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authorlzatlons appropriations, and revenue decisions that the Congress makes
during the budget process. CBO provides economic and program analyses and
cost information on existing and proposed federal programs to Members of the
Congress involved in the budget process, the Budget Committees, and other
committees. The Impoundment Control Act of 1974 (Title X of the Congressional
Budget and Impoundment Control Act) requires that any budget authority the
executive branch proposes to defer or rescind (see the definitions of Deferral of
Budget Authority and Rescission) must be reported to the Congress. Rescissions,
which are executive branch decisions not to spend funds, do not take effect unless
they are approved by both Houses within 45 days of continuous session of the
President’s notification,

The Congressional Budget Act of 1974, as amended, established the following
congressional budget process. The Congress, before it enacts any budget legisla-
tion, must adopt a concurrent budget resolution to guide its considerations of
appropriations and tax measures. In the absence of a budget resolution, a point of
order may be raised against appropriations acts. (For more information, see the
definition of Point of Order.) The resolution sets target totals, covering the budget
year and the next 4 years, for budget authority, outlays, receipts, the surplus or
deficit, and the public debt.* The resolution also subdivides the targets into
functional spending categories, such as defense and health. The act provides for
increases or decreases to budget authority, entitlement authority, revenues, and
public debt subject to statutory limit. It does this by means of a reconciliation bill
passed by both Houses of the Congress. The act provides the Congress with a
timetable that coordinates the authorization and appropriations cycles with the
congressional budget embodied in the concurrent budget resolution. (See below.)

Budget Enforcement and Deficit Reduction

Congressional budget enforcement procedures that were established by the
Budget Enforcement Act of 1990 (BEA) are designed to reduce or limit the growth

3Under the Budget Enforcement Act of 1990, the resolution must set forth the appropriate levels for the
budget year and each of the succeeding 4 years.
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in the federal budget deficit each fiscal year through 1995 by establishing yearly
“discretionary spending limits,” “pay-as-you-go” (PAYGO) requirements for
mandatory spending, and “maximum deficit amounts.” For discretionary spend-
ing, BEA established, for fiscal years 1991 through 1993, caps for three separate
categories—defense, international, and domestic. If OMB determines that legisla-
tion each year will not meet the deficit target or discretionary spending limits,
then the President must issue an order to sequester (reduce or cancel) budget
authority. Each year, discretionary spending limits and the maximum deficit
amount serve as ceilings to limit expenditures while revenues are expected to
grow and bring the deficit closer to the 1995 target level. However, certain
adjustments can be made to discretionary spending limits (as explained under the
definition for Adjustment to Discretionary Spending Limits). PAYGO require-
ments that any new mandatory spending and revenue legislation be deficit-neutral
were designed to help ensure that legislation shall not increase spending more
than revenues.

BEA sets forth three types of sequestrations: discretionary, (PAYGO), and deficit.
For discretionary programs, BEA sets budget authority and outlay caps that are
enforced through the use of discretionary sequestrations which may occur at
different times during the year. A within-session discretionary sequester is to
occur if any appropriation enacted before July 1 causes any category (defense,
international, or domestic) to exceed the relevant discretionary spending limit
(cap) for fiscal years 1992 and 1993. For fiscal years 1994 and 1995 a within-
session discretionary sequestration will occur if any enacted appropriation causes
spending to exceed the total cap for all discretionary spending. The within-
session sequestrations become effective in the fiscal years for which the re-
sources were appropriated. If any appropriation enacted after June 30 of the
fiscal year in progress causes a cap for that fiscal year to be exceeded, the appli-
cable cap for the following fiscal year (the budget year) is reduced by the amount
of the overage. In this case, the reductions are not taken against the year in
progress. BEA refers to this process as “look-back.” Within 15 calendar days after
the Congress adjourns to end a session, an end-of-session discretionary sequestra-
tion is to occur if spending for a category (see the definition of Category of
Discretionary Spending) exceeds its cap because of appropriations enacted after
June 30 for the upcoming* fiscal year. The end-of-session reductions also become
effective in the fiscal year for which the resources were appropriated.

4Technically, an “end-of-session” sequestration may apply to the current fiscal year because the
Congress may remain in session in October, November, and December. During those months, the
“upcoming” fiscal year has become the current fiscal year. To avoid confusion, BEA states that end-of-
session sequestration is designed to eliminate “a budget-year breach” and defines “budget year” as the
fiscal year beginning in “October ! of the calendar year” in which a congressional session begins. This
discussion uses the phrase “the upcoming fiscal year” for simplicity’s sake.

Page 93 GAO/AFMD-2.1.1. Budget Glossary



Appendix I
Overview of the Federal Budget Process

PAYGO sequestrations relate to revenues and direct spending programs. A
PAYGO sequestration of direct spending programs is triggered if legislative
changes to revenues or direct spending result in a net deficit increase. The
calculation is made once each year concurrently with the end-of-session discre-
tionary sequestration calculation (15 days after adjournment). The size of the
sequestration is determined by adding the impact of legislated changes on the
current year's deficit to the portion of the preceding year’s deficit that was not
offset by an earlier sequestration. This “look-back” into the preceding year
discourages passage of legislation that increases the deficit after a sequestration
report is issued.

A deficit sequestration is triggered if the deficit target for a given year is exceeded
by more than a specified margin. The margin for 1992 and 1993 is zero and for
1994 and 1995 is $15 billion. This is a back-up sequestration and is applicable only
if an excess deficit greater than the margin remains after any requisite discretion-
ary and PAYGO sequestrations. However, if the discretionary spending limits and
the pay-as-you-go requirement for direct spending are met, the maximum deficit
amount should not be exceeded through fiscal year 1993. Half of any deficit
sequestration must come from defense and half from nondefense programs. Thus,
BEA retains the previous Gramm-Rudman-Hollings sequestration process based
on deficit targets (although under BEA the deficit targets are adjustable each
year).

Budget enforcement procedures require the President to submit a budget consis-
tent with the requirements of the Balanced Budget and Emergency Deficit Control
Act. The budget must include estimates of total receipts, total outlays, the deficit,
and other aggregate-level estimates using the same estimating rules that are
specified for other reports required by the act. The congressional budget process,
including reconciliation, should ensure that the deficit target will be met.

Congressional Timetable

The following timetable lists key steps in the congressional budget process.
Two sorts of actions, however, do not fall neatly within the timetable because the
times at which they may occur vary considerably.

(1) Within-session sequestration applies if the enactment of an appropriation
before July 1 causes a “breach,” that is, causes a discretionary spending limit to be
exceeded. When a breach occurs, CBO must issue to OMB and the Congress a
within-session sequestration report within 10 days after the enactment of the
appropriation and OMB must issue to the President and the Congress a within-
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session sequestration report within 15 days after enactment. These reports must
contain the amount of the breach, the sequestration percentages necessary to
achieve the required reduction, and the amount to be sequestered.

(2) CBO may issue a Low-Growth Report to the Congress at any time that, under
standards set by the Budget Enforcement Act (see definition of Low-Growth
Report), the economy is in a period of low growth. BEA establishes procedures to
suspend sequestration in the event of a Low-Growth Report.

January-February (after the first Monday in January but not later than
the first Monday in February): Receipt of the President’s budget request

Five days before the President submits his budget, the Congressional Budget
Office must submit to the Congress a sequestration preview report that contains
budget year estimates for the applicable discretionary spending limits for each
category, the maximum deficit amount, the excess deficit, the amount of direct
spending reductions required, the excess deficit remaining after such reductions
have been made, and the amount of reductions required (if a deficit sequestration
is predicted) in defense and nondefense accounts.

The Congress begins its budget process when it receives the upcoming fiscal
year’s executive budget. With the executive budget, the Director of OMB must
submit a sequestration preview report setting forth (1) the discretionary spending
limits for each fiscal year through 1995, (2) PAYGO data, and (3) deficit sequestra-
tion data. The Congressional Budget Act of 1974, as amended, requires that the
President also transmit current services estimates to the Congress. The House
and Senate Budget Committees, in preparation for drafting the concurrent resolu-
tion on the budget, then hold hearings to examine the President’s economic
assumptions and spending priorities.

February 15: CBO submits report to the Congress

CBO submits to the Budget Committees its annual report on fiscal policy detailing
the budgetary impact of alternative revenue levels and spending patterns, includ-
ing current services spending. This report includes CBO's analysis of the
economy and the anticipated impact of the economy on the budget. At the request
of the Appropriations Committees, CBO also prepares an analysis of the
President’s request.
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Within 6 weeks of the President’s submission of the budget: Committees
transmit “views and estimates” to Budget Committees

While the Budget Committees examine aggregate budget levels and budget
functions, the other committees (authorization and appropriation) of the Congress
transmit to the Budget Committees their “views and estimates” on appropriate
spending or revenue levels for programs under their jurisdiction. These views and
estimates reports are used by the Budget Committees to gauge the total and
functional spending estimates that will be contained in the concurrent budget
resolution. In conjunction with these views and estimates reports, the Joint
Economic Committee submits its recommendations concerning fiscal policy to
the Budget Committees.

March-April: The Congress drafts and passes budget resolution

e March: Budget Committees begin drafting budget resolutions.

* April 1: Senate Budget Committee reports concurrent resolution on the budget.
¢ April 15: The Congress adopts a budget resolution.

During March, the Budget Committees use the President’s budget request, infor-
mation from their own hearings, views and estimates reports from other commit-
tees, and CBO’s reports to draft their respective budget resolutions. During this
time, the Joint Economic Committee submits its recommendations regarding
fiscal policy appropriate to the goals of the Employment Act of 1946 to the House
and Senate Budget Committees. Under the Congressional Budget Act of 1974, the
Senate Budget Committee is required to report its version of the concurrent
resolution on the budget to the full Senate by April 1. The act does not specify
dates for action by the House Budget Committee, the full Senate or the full House
except that both the House and the Senate must adopt a single compromise
budget resolution by April 15. In practice, the Congress has generally passed its
budget resolution by May or June. Because the budget resolution is designed
solely to guide the Congress in its detailed deliberations on the budget, it is in the
form of a concurrent resolution which is agreed to by both houses but not signed
by the President.

This resolution establishes the appropriate levels of: (1) budget authority,

(2) outlays, (3) budget surplus or deficit, (4) federal revenues, and (5) the in-
crease in the debt subject to statutory limit.
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Under budget enforcement procedures, the budget resolution must conform to the
same maximum deficit amounts for fiscal years 1992 through 1995 as the
President’s budget or face a possible point of order on the floor of the House or
Senate. The Senate requirement applies to only the first year covered by the
budget resolution. Any member of the Congress may raise a point of order against
any budget resolution or amendment to a budget resolution that would cause the
deficit to exceed those levels. If a budget resolution or amendment to the budget
resolution is objected to, it cannot be considered unless applicable House or
Senate rules are waived. Waiver of this point of order requires 60 votes in the
Senate. In the House, Budget Act points of order are waived by the adoption of
“special rules”—simple resolutions that provide for the consideration of legisla-
tion by the House.

When the Senate and House have both passed their respective versions of the
budget resolution, they appoint several of their members to a conference commit-
tee to resolve the differences between the two versions. Each chamber must then
vote on the compromise version of the resolution, which also must conform to the
maximum deficit amounts. The Congressional Budget Act of 1974, as amended,
sets April 15 as the date for completion of this work, but no penalty exists for
completing the process later. The joint explanatory statement accompanying a
conference report on the budget resolution must include an allocation of budget
authority and outlays to each committee of the House and Senate with jurisdiction
over such authority.

May-September: Spending and revenue bills and reconciliation

s May 15: Annual appropriation bills may be considered in the House even if no
budget resolution has been adopted.

» June 10: House Appropriations Committee reports last annual appropriation
bill.

¢ June 15: The Congress completes action on reconciliation legislation.
o June 30: The House completes action on annual appropriation bills.
¢ July 15: The Congress receives mid-session review from the President.

¢ May-September: Throughout this period, actions are taken on spending and
revenue bills and reconciliation legislation.
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After the Congress has adopted a concurrent resolution on the budget, it works on
specific spending and revenue measures and on any reconciliation legislation
mandated by this budget plan. However, the Congress may pass appropriations
bills after May 15 without having passed a budget resolution, but appropriations
bills whose amounts are not consistent with maximum deficit amount established
by BEA are subject to a point of order. (See definitions of Maximum Deficit
Amount and Point of Order.) Under the congressional budget timetable, the
House Appropriations Committee should report its last annual appropriation bill
by June 10 and the Congress should complete action on reconciliation legislation
by June 15. Action on annual appropriation bills is to be completed in the House
by June 30 and in the Senate by the start of the fiscal year (October 1). Action on
appropriations bills has not always been completed by October 1, necessitating
the passage of a continuing resolution to provide authority to continue financing
agency operations up to a specific date or until a regular appropriation is enacted.

During spring and summer, as the Congress works on spending and revenue
measures and reconciliation legislation for the upcoming fiscal year, the levels set
in the budget resolution stand as constraints on congressional actions. CBO
tabulates a report on new spending authority and new budget authority and
transmits the updated report to the Budget Committees at least once a month. In
the Senate, to enforce the limitations in the budget resolution, any Senator can
object to legislation that would violate the spending ceiling or revenue floor or
that would cause the maximum deficit amount for that year to be exceeded.
House rules also generally prohibit exceeding the budget resolution totals, and, in
both bodies, spending allocations are enforced by points of order, although in
different ways.

If changing economic circumstances or policy requirements dictate, the Congress
may revise its budget resolution during the fiscal year, thereby altering the spend-
ing and revenue totals. However, it is not in order in the Senate to consider any
bill, resolution, amendment, motion, or conference report that would violate the
maximum deficit amount. One example of new information that the Congress
receives which could cause it to revise its budget resolution is the President’s
mid-session review of the budget, issued on July 15.

August 15-20: CBO’s and OMB’s deficit estimates and initial reports

e August 15: CBO issues its sequestration update report to OMB and the
Congress.

¢ August 20: OMB issues its sequestration update report to the President and the
Congress.
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On August 15, CBO issues its sequestration update report, which comprises a
discretionary sequestration report, a PAYGO sequestration report, and a deficit
sequestration report. The discretionary sequestration report sets forth the discre-
tionary spending limits for the current fiscal year and each subsequent year
through 1995 and an explanation of any adjustments in the limits. The PAYGO
sequestration report sets forth (1) the net deficit increase or decrease due to
direct spending, (2) a list identifying each enacted law and implemented seques-
tration (after the date of enactment of the Budget Enforcement Act) inciuded in
calculating the amount of deficit increase or decrease and specifying the budget-
ary effect of each such law, and (3) the percent of sequestrable direct spending
that must be sequestered to eliminate a deficit increase. The deficit sequestration
report contains the maximum deficit amount, the estimated deficit, the excess
deficit, the margin, the amount of required PAYGO reductions, the excess deficit
remaining after those reductions have been made, and the sequestration percent
necessary to achieve the required reductions in defense and nondefense accounts.
OMB’s sequestration update report contains the same type of information.

October 1: Fiscal year begins

The new fiscal year begins October 1 and extends through September 30 of the
following year. If action on appropriations is not completed when the fiscal year
starts, the Congress may enact a continuing resolution. After the President signs
this resolution or allows it to become law without his signature, it gives agencies
authority to continue operations, pending the possible enactment of regular
appropriations.

After the end of the annual congressional session: CBO and OMB issue
their final sequestration reports and GAO issues compliance report

The Congress ends its annual session on varying dates but the end of session

almost always occurs between August and January. Under the Budget Enforce-

ment Act, certain actions must occur following the end of a congressional session.

¢ 10 days after the end of session, CBO issues its final sequestration report.

¢ 15 days after the end of session, OMB issues its final sequestration report and
the President, if necessary, issues an order to implement all sequestrations
required by the calculations in OMB's report.

¢ 30 days after the submission of OMB’s report, GAO issues its compliance report.

CBO’s final sequestration report contains essentially the same types of informa-
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tion, brought up to date, contained in its preview report (issued 5 days before the
President’s budget) and sequestration update report (issued by August 15). This
report contains a PAYGO and, if necessary, a deficit sequestration report. OMB’s
final sequestration report explains any differences between OMB and CBO in the
estimates of the net deficit change, excess deficit, any breach, and any required
sequestration percentage. Similarly, OMB'’s final sequestration report contains
PAYGO and discretionary spending sequestration reports and, if necessary, a
deficit sequestration report. The President’s order must implement without
change the sequestrations required by OMB’s report. GAO’s report states the
extent to which orders issued by the President and reports issued by OMB or CBO
comply with applicable Budget Enforcement Act requirements.

Phase 3: Budget Execution and Control

After the Congress and President enact legislation to create budget authority
(subsequently modified by sequestration if necessary) the President is responsible
for executing it. OMB regulates the apportionment (distribution) of budget
authority granted to the agencies of the executive branch, except for those
exempted by law or regulation. The Director of OMB apportions budget authority
to each agency by time periods (usually quarters) or by activities over the duration
of the appropriation to ensure the economical and effective use of funds and
preclude the need for additional appropriations. Changes in law or economic
conditions during the fiscal year may necessitate the enactment of additional
budget authority. When this happens, supplemental requests are sent to the
Congress for its consideration.

The Impoundment Control Act of 1974 permits the President, when proposing
rescissions, to initially withhold (that is, delay the obligation of) appropriated
funds for fiscal, policy, or other reasons, or because the President has determined
that all or part of an appropriation is not needed to carry out a program. Upon
making a determination that budget authority is not needed, the President sends a
special message to the Congress requesting that the budget authority be re-
scinded. Ifthe Congress does not pass a rescission bill within 45 legislative days
of continuous session, the budget authority is required to be made available for
obligation. If the requisite legislation is enacted, the budget authority is rescinded
and becomes unavailable for obligation.

Under the Impoundment Control Act of 1974, as amended, the President, the
Director of OMB, or an agency or other federal government official may defer—
temporarily withhold—budget authority only to provide for contingencies (the
President may establish reserves for contingencies), to achieve savings made
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possible by or through changes in requirements or greater efficiency of opera-
tions, or as specifically provided by law (2 U.S.C. 684). Whenever a deferral is
proposed, the President must transmit a special message to the Congress explain-
ing the deferral. A deferral remains in effect unless the Congress disapproves it
by law. A deferral, however, may not extend beyond the fiscal year in which it

was proposed. Nevertheless, in the case of no-year or multiyear budget authority,

if continued deferral is desired into the new fiscal year, the President must
transmit a new special message to the Congress. Apportionments do not consti-
tute deferrals as long as they are used in a manner consistent with the law (that is,
to allow obligation of the full amount appropriated, but to prevent over-
obligations).

Phase 4: Audit and Evaluation

Individual agencies are responsible—through their own review and control
systems—for making sure that the obligations they incur and the resulting outlays
adhere to the provisions in the authorizing and appropriations legislation as well
as to other laws and regulations governing the obligation and expenditure of
funds. The Inspector General Act of 1978, as amended, established agency
inspectors general to provide policy direction for and to conduct, supervise, and
coordinate audits and investigations relating to agency programs and operations.
Also, the Chief Financial Officers Act of 1990 established agency chief financial
officers to oversee all financial management activities relating to agency programs
and operations. OMB exercises its review responsibility by appraising program
and financial reports and by keeping abreast of agencies’ efforts to attain program
objectives.

In addition, the General Accounting Office, as an agency responsible to the
Congress, regularly audits, examines, and evaluates government programs. Its
findings and recommendations for corrective action are made to the Congress, to
OMB, and to the agencies concerned. GAQO also monitors the executive branch’s
reporting of messages on deferrals, proposed rescissions, the President’s requests
to cancel budget authority, and the President’s requests to temporarily withhold
funds. Should the President fail to make budget authority available in accordance
with applicable law, GAO may bring civil action to obtain compliance.
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The functional classification system is a way of grouping budgetary resources so
that all budget authority and outlays of on-budget and off-budget federal entities
and tax expenditures can be presented according to the national needs being
addressed. National needs are grouped in 17 broad areas to provide a coherent
and comprehensive basis for analyzing and understanding the budget. Three
additional categories—Net Interest, Allowances, and Undistributed Offsetting
Receipts—do not address specific national needs but are included to cover the
entire budget.

To the extent feasible, functional classifications are made without regard to
agency or organizational distinctions. Each federal activity is placed in a func-
tional classification that best defines the activity’s most important purpose even
though many activities serve more than one purpose. This is necessary so that the
sum of the functional categories equals the budget totals. The functional classifi-
cations are also the categories that the Congress uses in the concurrent resolu-
tions on the budget, pursuant to the Congressional Budget and Impoundment
Control Act of 1974 (2 U.S.C. 632). Different programs within a single function
may fall under the jurisdiction of different committees.

A function may be divided into two or more subfunctions, depending upon the
complexity of the national need addressed by that function. A three-digit code
represents each functional/subfunctional category. The functional codes also
make up the last three digits of the account identification code. (See
appendix IIL.)

The functional structure is relatively stable, but changes are made from time to
time to take into account changing conditions and requirements. As a rule, any
changes in this structure are made after OMB consults with the Appropriations
and Budget Committees of the Senate and House of Representatives and the
Congressional Budget Office.

The following outline of the functional classification structure is taken from the
Budget of the United States Government, Fiscal Year 1993. The definitions for
the subfunctional structure are from the Office of Management and Budget
technical staff paper, “The Functional Classification in the Budget” (1979 Revi-
sion), Executive Office of The President, OMB, February 22, 1979, Technical
Paper Series BRD/FAB 79-1. Where necessary, these definitions have been
updated to accommodate changes since issuance of that document. The three
digit numbers listed under “Code” and the associated titles and definitions are for
the major functions. The three digit numbers listed under “Subcode” and the
associated titles and definitions are for the subfunctions.
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Table I1.1: Functional Classification Structure
Code Subcode Function or subfunction

050 National Defense

Common defense and security of the United States. It
encompasses the

* raising, equipping, and maintaining of armed forces
(including civilian support activities), development
and utilization of weapons systems (including nuclear
weapons), and related programs;

¢ direct compensation and benefits paid to active
military and civilian personnel; contributions to their
retirement, health, and life insurance funds;?

¢ defense research, development, testing, and
evaluation; and

* procurement, construction, stockpiling, and other
activities undertaken to directly foster national
security.

Excluded from national defense are

¢ Dbenefits or compensation to veterans and their
dependents and military and civil service retirees;

s the peaceful conduct of foreign relations;

¢ foreign military, economic, and humanitarian
assistance;

* subsidies to business by civilian agencies (such as
maritime subsidies) that may be partially justified as
promoting national security; and

SFor years prior to 1985 when the military retirement trust fund began, the historical data included
imputed accruals for retirement, with a matching imputed undistributed offsetting collection
(subfunction 951). The cash retirement benefits for all years are included in the income security
function.
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Code Subcode

051

053

054

Function or subfunction

research and operations of agencies (such as space
research) whose program missions are not directly
designed to promote national defense but which could
result in some significant benefits to our national
security.

Department of Defense-Military

Entire agency is included in this subfunction.

Atomic energy defense activities

Department of Energy programs devoted to national
defense, such as naval ship reactors and nuclear
weapons.

Defense-related activities

Miscellaneous defense activities, such as the expenses
connected with selective services and with defense

stockpiles outside of the Departments of Defense and
Energy.

150

151

Page 104

International Affairs

Maintaining peaceful relations, commerce, and travel
between the United States and the rest of the world
and promoting international security and economic
development abroad. (Excluded are outlays from
domestic programs that may tangentially affect
foreign relations or the citizens of other nations.)

International development and humanitarian
assistance

Humanitarian assistance, development assistance,
security support assistance, grants to and investments
in international financial and development institu-
tions, and the budgetary costs associated with conces-
sionary agricultural exports.
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Function or subfunction

International security assistance

The transfer of defense articles and services to foreign
governments, including grants, credit sales, and
training. Excluded is the military sales trust fund,
which is classified under subfunction 155 (interna-
tional financial programs).

Conduct of foreign affairs

Diplomatic and consular operations of the Department
of State, assessed contributions to international
organizations, and closely related activities in other
agencies (such as the Arms Control and Disarmament
Agency).

Foreign information and exchange activities

Student and cultural exchange programs and foreign
library, radio, or other media information activities
designed to promote mutual understanding between
the people of the United States and other nations.

International financial programs

Export credit, the military sales trust fund, interna-
tional commodity agreements, international monetary
programs, and other programs designed to improve
the functioning of the international financial system.
For pre-1992 credit programs, includes the total cost
of loans and the cost of honoring loan guarantees. For
loans or loan guarantees obligated or committed after
1991, includes the credit subsidy cost of the loans or
guarantees.

Code Subcode
152
153
154
155
250

Page 105

General Science, Space, and Technology

Budget resources allocated to science and research
activities of the federal government that are not an
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Code

Subcode

251

2b2

Function or subfunction

integral part of the programs conducted under any
other function. This function includes the research
conducted by the National Science Foundation, all
space programs conducted by the National Aeronau-
tics and Space Administration, and general science
research supported by the Department of Energy.
Research and technology programs that have diverse
goals and cannot readily be classified under one
specific function are also placed here to avoid detailed
splitting of accounts.

General science and basic research

Conducting the National Science Foundation
programs and the general science activities of the
Department of Energy.

Space flight, research, and supporting activities

Development and operation of space transportation
systems, basic scientific research connected with
outer space, research and demonstrations designed to
promote terrestrial applications of technology devel-
oped through space research, and development of new
space technologies for future flight missions. Also
included are costs of tracking and data relay support
for the National Aeronautics and Space Administra-
tion space science and applications for flight mis-
sions.

270

Page 106

Energy

Promoting an adequate supply and appropriate use of
energy to serve the needs of the economy. Included
are the energy programs of the Department of Energy
and its predecessor agencies. Excluded are atomic
energy defense activities and general science research
not closely related to energy.
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Code Subcode

271

272

274

276

Function or subfunction

Energy supply

Increasing the supply of energy through the develop-
ment of domestic resources and systems capable of
using them. Includes the costs of research and
demonstration of supply systems.

Energy conservation

Encouraging the prudent use of energy resources.
Emergency energy preparedness

Developing and maintaining a stockpile of energy
resources (currently confined to petroleum) to meet
emergency needs and associated contingency planning
activities.

Energy information, policy, and regulation
Unallocable overhead activities of the Department of

Energy plus the costs of energy information and
regulation activities.

300

301

Page 107

Natural Resources and Environment

Developing, managing, and maintaining the nation’s
natural resources and environment. Excluded are the
outlays for community water supply programs, basic
sewer systems, and waste treatment plants, all of
which are part of a community or regional develop-
ment (rather than an environmental enhancement)
program or are part of the cost of operating a federal
facility (such as a military installation).

Water resources

Water protection, conservation, irrigation, and related
activities, including the total costs of multipurpose
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Code

Subcode

302

303

304

306

Function or subfunction

water projects where it is not feasible to separate the
transportation (navigation) or energy (power)
segments of these projects.

Conservation and land management

Maintaining the public domain and national forests,
encouraging conservation of private land, and reclaim-
ing surface mining areas.

Recreational resources

Acquisition, improvement, and operation of recre-
ational lands and facilities, including fish, wildlife, and
parks; also preserving historic areas.

Pollution control and abatement

Controlling and reducing air, water, and land pollu-
tion, or enhancing the environment. Excluded are
water resources programs, water treatment plants,
and similar programs that are not funded as part of an
environmental enhancement activity.

Other natural resources

Miscellaneous natural resources programs, not
classified under other subfunctions, such as marine,
earth, and atmosphere-related research, and geologi-
cal surveys and mapping.

350

Page 108

Agriculture

Promoting the economic stability of agriculture and
the nation’s capability to maintain and increase
agricultural production. Excluded are programs
which, though related to rural development, are not
directly related to agriculture, such as rural environ-
mental and conservation programs classified in the
natural resources function. Also excluded are conces-
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Code

Subcode

351

352

Function or subfunction

sionary food export sales or food donations, whether
overseas or for domestic income support purposes.

Farm income stabilization

Subsidies and other payments to stabilize agricultural
prices at an equitable level. This subfunction includes
acquiring and storing agricultural commodity stock
piles but does not include foreign agricultural export
losses (classified in the international affairs function)
or domestic donations of food (part of an income
support, rather than a farm price support, program).
Farm price support loans (that is, loans that can be
repaid in cash or by surrendering title to the crop used
as security for the loan) are excluded from credit
reform (and, thus, are retained on-budget on a cash
basis). All other agricultural loans and loan guaran-
tees are included in credit reform, so only the credit
subsidy cost of the credit is included in the budget.

Agricultural research and services

All other agricultural programs, such as agricultural
research and extension services.

370

Page 109

Commerce and Housing Credit

Promotion and regulation of commerce and the
housing credit and deposit insurance industries, which
pertain to

collection and dissemination of social and economic
data (unless they are an integral part of another
function, such as health),

general purpose subsidies to business, including
credit subsidies to the housing industry. For credit
programs under credit reform, only the credit subsidy
cost of loans and loan guarantees are included; and
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Code
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Subcode

371

372

373

Function or subfunction

the Postal Service fund and general fund subsidies of
that fund.

In general, credit and insurance programs are included
in this function; however, if such programs are a
means of achieving the basic objectives of another
function and are an integral part of the programs of
that function, they are classified under the other
function.

Excluded are regional economic development pro-
grams, even if they use credit or insurance to achieve
a community development objective. Also excluded
are other insurance or loan programs (such as railroad
loans) that are an integral part of other functions.

Mortgage credit

Includes the cash transactions for homeownership
and related loan and insurance programs for pre-credit
reform activity; under credit reform, includes the
credit subsidy cost of any homeownership loans or
guarantees.

Postal service

Any net outlays of the Postal Service included in the
budget (or off-budget).

Deposit insurance

Insurance programs protecting deposits in certain
financial institutions; programs to resolve failed
institutions. Deposit insurance activities are not
included under credit reform, so the budget records
the cash flows for deposit insurance rather than their
subsidy values.
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Code

Subcode
376

Function or subfunction
Other advancement of commerce

Loan programs to aid specialized forms of business

(such as small business) that are not included else

where in the functional structure. For such transac-
tions undertaken prior to credit reform, includes the
total cash flows. For activities under credit reform,
includes the credit subsidy cost of the loans or
guarantees. Also included are collecting and dissemi-
nating economic and demographic statistics (such as
census data) and regulating business.

400

Page 111

Transportation

Providing for the transportation of the general public
and/or its property, regardless of whether local or
national and regardless of the particular mode of
transportation. This classification includes
construction of facilities;

purchase of equipment;

research, testing, and evaluation;

provision of communications directly related to
transportation (for example, air traffic control by the

Federal Aviation Administration);

operating subsidies for transportation facilities (such
as airports) and industries (such as railroads); and

regulatory activities directed specifically toward the
transportation industry rather than toward business.

Excluded are

moving personnel or equipment as part of the opera-
tion of other government services;
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Code Subcode Function or subfunction

¢ foreign economic assistance that may involve assist-
ing transportation facilities or programs abroad;

» the construction of roads or trails as an integral part
of the operation of public lands, parks, forests, or
military reservations, unless they are specifically
funded as a part of a broader transportation program;

¢ the construction of roads or other transportation
facilities as an integral part of a broad community
facility or regional development program where the
clear intent of the program is regional development
and the provision of transportation facilities is only an
incidental by-product or means to attain the objective
of regional development; and

¢ research and technology activities devoted to space

research (except aeronautical technology), even
though this research may eventually benefit general
transportation.

401 Ground transportation
Aid for and/or regulation of the various components of
ground transportation, such as roads and highways,
railroads, and urban mass transit.

402 Air transportation

Aid for and/or regulation of air transportation, includ
ing aeronautical research conducted by NASA.

403 Water transportation
Aid for and/or regulation of maritime commerce.
407 Other transportation

General transportation programs and overhead not
readily allocable to any of the preceding subfunctions.
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Code

450

Page 113

Subcode

451

452

Function or subfunction
Community and Regional Development

Development of physical facilities or financial infra
structures designed to promote viable community
economies. Transportation facilities developed as an
integral part of a community development program
(rather than a transportation program) are also
included. Aids to businesses are not usually included
in this function unless such aids promote the eco-
nomic development of depressed areas and are not
designed to promote particular lines of business for
their own sake. Human development and services
programs are usually excluded from this function.

Community development

Grants and related programs designed to aid largely
urban community development. Included are commu-
nity development block grants and predecessor
activities such as the urban renewal and model cities
programs. These programs are generally carried out
by the Department of Housing and Urban Develop-
ment.

Area and regional development

Grants, loans, subsidies, and related aids for the
economic development of depressed areas. For pre-
credit reform loans, includes the cash flows of the
loans; for loans under credit reform, includes the
credit subsidy cost of the loans. All these aids are
generally for rural areas or are more regional than the
community development programs. Area and regional
development programs are generally carried out by
agencies other than the Department of Housing and
Urban Development, such as the Farmers Home
Administration, Economic Development Administra-
tion, and Bureau of Indian Affairs.
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Code

Subcode

453

Function or subfunction
Disaster relief and insurance

Helping communities and families recover from
natural disasters.

500

Page 114

501

502

503

504

Education, Training, Employment, and Social
Services

Promoting the extension of knowledge and skills,
enhancing employment and employment opportuni-
ties, protecting workplace standards, and providing
services to the needy. This function excludes educa-
tion or training undertaken as an integral part of the
achievement of other functions (such as training
military personnel; veterans education, training, and
rehabilitation; or training of health workers in a health
program). Nutrition or food service programs funded
separately from social services or education are not
part of this function—-they are classified as income
security.

Elementary, secondary, and vocational education

Preschool, elementary, secondary, and vocational
education programs.

Higher education

College and graduate school programs.

Research and general education aids

Education research and assistance for the arts, the
humanities, educational radio and television, public
libraries, and museums.

Training and employment

Job or skill training, employment services and place-
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Code Subcode

[S3}
[
(o1}

506

Function or subfunction

ment, and payments to employers to subsidize em-
ployment.

Other labor services

Aids to or regulation of the labor market, including
gathering labor statistics and mediation and concilia-
tion services; excludes other than employment and
training programs, and occupational safety and health
programs.

Social services

Programs that provide a broad range of services to
individuals to help them improve their vocational
capabilities (such as vocational rehabilitation) or
family status; services to the poor and elderly that are -
not primarily for income support and that are not an
integral part of some other function (such as social
services block grants).

550

551

Page 115

Health

Programs other than medicare whose basic purpose is
to promote physical and mental health, including the
prevention of illness and accidents. The medicare
program is the largest federal health program, but by
law it is in a separate function (function 570). Also
excluded from the health function is federal health
care for military personnel (051) and veterans (703).
General scientific research that has medical applica-
tions (such as that conducted by the National Science
Foundation) and health programs financed through
foreign assistance programs are also excluded.

Health care services

Providing medical services to individuals and families,
whether such services are provided directly by the
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Code

Subcode

5562

554

Function or subfunction

federal government or financed through grants,
contracts, insurance, or reimbursements.

Health research and training

All research programs—whether basic or applied—-that
are financed specifically as health or medical re
search. Excludes research that is an integral part of
other functions (such as biomedical research in the
space program).

Also includes any education or training program
specifically funded as a health program and restricted
to training individuals who work, or expect to work, in
health or health-related fields.

Consumer and occupational health and safety
Meat and poultry inspection, food and drug inspection,

consumer product safety, and occupational health and
safety.

570

571

Medicare

Federal hospital insurance and federal supplementary
medical insurance, along with general fund subsidies
of these funds and associated offsetting receipts.

Medicare

Entire medicare function,

600

Page 116

Income Security

Support payments (including associated administra-
tive expenses) to persons for whom no current service
is rendered. Included are retirement, disability,
unemployment, welfare, and similar programs, except
for social security and income security for veterans,
which are in other functions. Also included are the
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Code

Page 117

Subcode

601

602

Function or subfunction

food stamp, special milk, and child nutrition programs
(whether the benefits are in cash or in kind); both
federal and trust fund unemployment compensation
and workers’ compensation; public assistance cash
payments; benefits to the elderly and to coal miners;
and low- and moderate-income housing benefits.

Excluded are (a) financial assistance for education,
(b) medical care (whether in cash or in kind),

(c) subsidies to business (such as farm price sup-
ports), and (d) reimbursement for child care services,
even though any of these may end up as income to
persons. Also excluded are income security programs
included in the social security function (function 650)
and programs restricted to veterans and their depen-
dents.

General retirement and disability insurance (excluding
social security)

Non-needs-tested retirement and disability programs
composed mainly of the railroad retirement fund and
special benefits for coal miners. Excluded are pro-
grams specifically restricted to federal employees.

Federal employee retirement and disability

All funded retirement and disability programs
restricted to federal employees. Military retirement
benefits are included in this function for all years, not
just the years since the military retirement program
began as a funded trust fund (1985). In cases where
retirement benefits are not funded (such as in the case
of Coast Guard retired pay), the cash benefits are
included in the function where the employees were
employed (in the Coast Guard case, transportation),
because otherwise those functions would never be
charged for the retirement costs of their employees.
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Code

Subcode
603

604

605

609

Function or subfunction
Unemployment compensation

Benefits not conditioned by needs tests for unem-
ployed workers. Excluded are other benefits (such as
food stamps) that an unemployed person might be
eligible for under other programs.

Housing assistance

Federal income support and related expenses that are
specifically for financing or providing housing for
individuals and families. Excluded are loans, loan
guarantees, or insurance. (The distinction between
the housing assistance included in subfunction 604
and the mortgage credit assistance in subfunction 371
is that the subfunction 604 payments focus on subsi-
dies to increase beneficiaries’ effective income,
whereas the credit subsidies in subfunction 371 are
primarily aimed at encouraging the housing industry.)

Food and nutrition assistance

Providing food or nutritional assistance to individuals
and families.

Other income security

Income security programs not included in any other
subfunction. Primarily either direct payments or
grants-in-aid to finance direct payments that consti-
tute cash income to low-income individuals and
families. Also includes refugee assistance and both
administrative expenses and offsetting collections in
the income security function that are not part of

any other subfunction.

650

Page 118

Social Security

Federal old age and survivors and disability insurance
trust funds, along with general fund subsidies of these
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Code

Subcode

661

Function or subfunction
funds and associated offsetting collections.
Social security

The entire social security function is included in one
subfunction.

700

Page 119

701

702

703

704

Veterans Benefits and Services

Programs providing benefits and services, the eligibil-
ity for which is related to prior military service, but
the financing of which is not an integral part of the
costs of national defense. As a rule, the outlays in this
function are similar to those in the broader general
purpose functions (such as income security or health),
but are restricted to veterans, their dependents, and
their survivors. Earned rights of career military
personnel that are a cost of the defense budget (such
as military retired pay or medical care) are excluded.

Income security for veterans

Veterans' compensation, life insurance, pensions, and
burial benefits.

Veterans education, training, and rehabilitation
Composed primarily of the “GI bill” readjustment,
vocational rehabilitation benefits, and related pro-
grams.

Hospital and medical care for veterans

Medical care and research financed by the Department
of Veterans Affairs.

Veterans housing

Housing loan and guarantee programs for veterans
and dependents. Pre-1992 housing loans and guaran-
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Code

Subcode

706

Function or subfunction

tees are recorded on a cash basis, whereas under
credit reform (post-1991), the budget records the
credit subsidy cost of the activity.

Other veterans benefits and services

Administrative expenses of the Department of
Veterans Affairs.

750

Page 120

751

752

Administration of Justice

Programs to provide judicial services, police protec-
tion, law enforcement (including civil rights), rehabili-
tation and incarceration of criminals, and the general
maintenance of domestic order. It includes the
provision of court appointed counsel or other legal
services for individuals. It excludes the cost of the
legislative branch, the police or guard activities to
protect federal property, and activities that are an
integral part of a broader function (such as postal
inspectors, tax collection agents, and Park Service
Rangers). The cost of National Guard personnel and
military personnel who are called upon occasionally
to maintain public safety and the cost of military
police are included under the national defense func-
tion rather than this function.

Federal law enforcement activities

The costs of operating the Federal Bureau of Investi-
gation, the United States Customs Service, the Immi-
gration and Naturalization Service, the Drug Enforce-
ment Administration, and police and crime prevention
activities in other programs. Also includes the readily
identifiable enforcement cost of civil rights activities.

Federal litigative and judicial activities

The cost of the judiciary, the cost of prosecution, and
federal expenses connected with financing legal
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Code

Subcode

763

754

Function or subfunction
defense activities.
Federal correctional activities

Covers the costs of incarceration, supervision, parole,
and rehabilitation of federal prisoners.

Criminal justice assistance
Grants to state and local governments to assist them

in operating and improving their law enforcement and
justice systems.

800

Page 121

801

802

General Government

General overhead cost of the federal government,
including legislative and executive activities; provi-
sion of central fiscal, personnel, and property activi-
ties; provision of services that cannot reasonably be
classified in any other major function. As a rule, all
activities reasonably or closely associated with other
functions are included in those functions rather than
being listed as part of general government. Also
includes shared revenues and other general purpose
fiscal assistance.

Legislative functions

Includes most of the legislative branch. However, the
Library of Congress (except the Congressional Re-
search Service), the Tax Court, the Government
Printing Office (except for congressional printing and
binding), and the Copyright Royalty Tribunal are
classified in other subfunctions.

Executive direction and management

The Executive Office of the President (unless some
major grants or operating programs should be
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Code

Page 122

Subcode

803

804

805

806

Function or subfunction

included in the Office); occasionally some closely
related spending outside the Office is included.

Central fiscal operations

Covers the general tax collection and fiscal operations
of the Department of the Treasury.

General property and records management

Most of the operations of the General Services Admin-
istration (net of reimbursements from other
agencies for services rendered).

Central personnel management

Most of the operating costs of the Office of Personnel
Management and related agencies (net of reimburse-
ments from other agencies for services rendered).

General purpose fiscal assistance

Federal aid to state, local, and territorial governments
that is available for general fiscal support. The
transactions of the now discontinued general revenue
sharing program are included in the historical data for
this subfunction. Also included in this subfunction are
grants for more restricted purposes when the stipu-
lated purposes cross two or more major budgetary
functions and the distribution among those functions
is at the discretion of the recipient jurisdiction rather
than the federal government. It includes payments in
lieu of taxes, broad purpose shared revenues, and the
federal payment to the District of Columbia. Pay-
ments specifically for community development or
social services programs are not included in this
function.
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Code

Subcode

808

809

Function or subfunction
Other general government

Miscellaneous other costs, such as federal costs of
territorial governments.

Deductions for offsetting receipts
Includes general government function offsetting

receipts that are not closely related to any other
subfunction in this function.

900

Page 123

901

902

Net Interest

Transactions which directly give rise to interest
payments or income (lending) and the general short
fall or excess of outgo over income arising out of
fiscal, monetary, and other policy considerations and
leading to the creation of interest-bearing debt instru-
ments (normally the public debt). The net interest
function includes interest paid on the public debt, on
uninvested funds, and on tax refunds, offset by
interest collections.

Interest on the public debt

Outlays for interest on the public debt. (Where this
interest is paid to the public, it is on an accrual basis;
all other interest outlays in the budget are on a cash
basis.)

Interest received by on-budget trust funds

Interfund interest collected by on-budget nonrevolving
trust funds. Most of this income derives from outlays
included in subfunction 901, but this subfunction also
includes offsetting receipts from investments in public
debt securities issued by the Federal Financing Bank.
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Code Subcode
903

908

920

922-929

Page 124

Function or subfunction
Interest received by off-budget trust funds

Interfund interest collected by off-budget
nonrevolving trust funds. Normally all of this income
comes from outlays included in subfunction 901.

Other interest

All other interest expenditures and offsetting receipts.
The principal expenditure in this subfunction normally
is interest on refunds of receipts. Since offsetting
interest receipts are included in this subfunction, the
subfunction totals are usually negative.

Allowances

The budget always includes estimates for allowances
for future years. Since the Congress never appropri-
ates money for “allowances” but only specific pro-
grams, there are never any budget authority or outlay
totals for allowances in any past periods. However,
this category is needed to permit the budget to reflect
the total estimated budget authority and outlay
requirements for future years.

In addition to the budget authority and outlays in each
of the functional classifications, the President’s
budget normally includes some budget authority and
outlays classified as allowances. The allowance
categories in the budget follow.

Contingencies for specific requirements

The specific line entries will vary from budget to
budget, depending on what projections are required.
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Code Subcode Function or subfunction
950 Undistributed Offsetting Receipts

Most offsetting receipts are included as deductions
from outlays in the applicable functions and
subfunctions. However, there are five major catego-
ries of offsetting receipts that are classified as
undistributed offsetting receipts rather than being
included as an offset in any of the other functions.

951 Employer share, employee retirement (on-budget)

Employing agency payments to funded retirement
systems of federal employees are intragovernmental
transactions (that is, they are payments by govern-
ment accounts collected by other government
accounts) and, hence, both the payment and collection
are included in federal outlays. The payments are
included in the various agency outlays, while the
offsets are undistributed.®

Most federal employees are now covered by the
hospital insurance portion of the medicare program.
The employing agency payments to the hospital
insurance fund are also offset in this subfunction.

952 Employer share, employee retirement (off-budget)
This category includes collections similar in nature to
those in subfunction 951, except that the accounts
collecting the money are off-budget.

953 Rents and royalties on the outer continental shelf
Rents and royalties on the outer continental shelf

constitute a large source of nontax income that is
largely a windfall to the government. Since there are

5The historical data for this category for years prior to 1985 include an offset equal to the imputed
accrual for military retirement that is included in subfunction 051. These imputations were calculated so
that the data for the years prior to the creation of the military retirement trust. fund would be as
comparable as feasible with the subsequent years. °
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Code

Page 126

Subcode

954

959

Function or subfunction

no major government programs that give rise to this
income, it would be inappropriate to offset it against
the outlays in any function. Thus, the collections are

undistributed.
Sale of major assets

On occasion, the government derives large returns
from the sale of major assets, and the proceeds of the
sales are recorded in this category rather than in any
major function.

Other undistributed offsetting receipts

This category includes items such as collections for
the lease of federal lands for petroleum exploitation

and a proposal for the Federal Communications
Commission to conduct auctions.
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Federal Budget Account Identification
Code

Each account, or group of accounts, in the federal budget is assigned an 11-digit
identification code by OMB in coordination with the Department of the Treasury.
Each identification code is printed in the program and financing schedules (see
appendix IV, Program and Financing Schedule), schedules on direct and guaran-
teed loans, and object class schedules of the “Detailed Budget Estimates” section
of the federal budget.

Table II1.1: Federal Budget Account Identification Codes
Digits Explanation

XX-XxXxXx-X-X-XXX The first two digits designate the agency code as-
signed by the Department of the Treasury.

xx-XXXX-x-%-XXX The third through sixth digits designate the appro-
priation or fund account symbol assigned by Trea-
sury. When two or more accounts with different
Treasury basic account symbols are included in a
consolidated schedule, “99” is used for the third and
fourth digits. The fifth digit is the fund type. (See
eighth digit description below.) The sixth digit
reflects the sequence in which the consolidated
accounts for a particular agency appear in the budget.

XX-XXXX-X-X-XXX The seventh digit designates the transmitial code
which identifies the nature or timing of the transmittal
of the estimates, as follows:

0=Regular budget schedule
1=Supplemental under existing legislation
2=Proposed for later transmittal under proposed

legislation

3=Proposed for later transmittal under existing
legislation

4=Supplemental-—additional authorizing legislation
required

5=Rescission proposal
7=Legislative action required
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XX-XXXX-X-X-XXX The eighth digit identifies the type of fund, as follows:

1=General fund

2=Special fund

3=Public enterprise fund

4=Intragovernmental revolving or management fund
7=Trust (nonrevolving) fund

8=Trust revolving fund

XX-XXXX-X-X-X XX The last three digits designate functional classifica-
tion as used in the latest budget documents, unless
otherwise noted by OMB. Where a schedule is split
between two or more subfunctions, the following
apply: (1) If all subfunctions are in the same major
function, the code of the major function is used. (2) If
two or more major functions are involved, “999” is
used.

An alternate 13-digit identification code is also used by OMB to generate certain
tables and summaries in the budget. This code substitutes a four-digit OMB
agency/bureau code assigned by OMB for the two-digit agency code assigned by
the Department of the Treasury. The alternate OMB code was developed because
the Treasury coding embeds agency codes in such a way that they cannot be used
for sequencing by agency. The first two digits of the OMB code’ represent an
agency identification code; the third and fourth digits represent a subordinate unit
within the agency, such as a bureau. The remaining nine digits of the account
code are identical.

OMB agency codes are not the same as Treasury agency codes.
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This schedule (see examples in figures IV.1 and IV.2) consists of three parts. In
the “Program by activities” section, obligations generally are shown for specific
activities or projects. To provide a meaningful presentation of information for the
program being financed, the activity structure is developed individually for each
appropriation or fund account. That structure is tailored to the individual account
and is not uniform across the government. When the amounts of obligations that
are financed from collections credited to an account (reimbursements) are
significant, “reimbursable program” obligations are shown separately from “direct
program” obligations. When the amounts are significant, “capital investments” are
shown separately from “operating expenses.” The last entry, “total obligations,”
indicates the minimum amount of budgetary resources that must be available to
the appropriation or fund account in that year.

The “Financing” section shows the total budgetary resources available or esti-
mated to be available to finance the total obligations. This section lists (1) the
unobligated balances of budgetary resources (that have not expired) brought
forward from the end of the prior year, and (2) those amounts that were available
for obligation during the year and were not used, but continue to be available, are
shown as an unobligated balance available, end of year, That balance is carried
forward and usually obligated in a subsequent year. Other adjusting entries may
be included. The residual is the new budget authority required to finance the
program. Where more than one kind of budget authority is provided, that informa-
tion is shown. In some cases, the availability of budgetary resources may be
restrained by legally binding limitations on obligations. Such limitations are
usually included in appropriations language.

The “Relation of obligations to outlays” section shows the difference between
obligations, which may not be liquidated in the same year in which they are
incurred, and outlays. The entry “total obligations” shows the amount of new
obligations incurred in the year. The amount of obligations that were incurred in
previous years but not liquidated are entered as an obligated balance, start of year.
Similarly, an end of year obligated balance is entered. Certain adjusting entries
may be included. The residual is the total amount of outlays resulting from the
liguidation of obligations incurred in that year and previous years.

The “Adjustments to budget authority and outlays” section shows deductions for
offsetting collections for those accounts that are credited with such collections.
The amounts are listed by source—federal funds, trust funds, non-federal sources,
or off-budget federal accounts. The total amount of collections is deducted from
gross budget authority and gross outlays. The residual is net budget authority and
net outlays. For accounts with limitations on the authority to spend offsetting
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collections, the balance of any amount that is unavailable for obligation is shown
at the bottom of the schedule.

An 11-digit identification code, found at the top of the program and financing
schedule, facilitates computer processing of budgetary information. (See appen-
dix I11.)

The Program and Financing Schedule is preceded by the language of the appro-
priation acts (fiscal year 1992 in the following sample) and is printed following the
account title. The language of the previous year’s appropriation act is used as a
base. Brackets enclose material proposed for deletion; italic type indicates
proposed language. When an appropriation has not been enacted at the time the
budget is submitted, the language relates only to the fiscal year in question and is
italicized, with no brackets shown. In a few cases, the language from unenacted
appropriation bills is used as a base. In such cases, the language is followed by an
explanatory note.

At the end of the final appropriation language paragraph, and printed in italics

within parentheses, are citations to relevant authorizing legislation and to the
appropriation act from which the basic text of the language is taken.
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Figure IV.1: Example of Program and Financing Schedule Preceded by
Appropriations Language (Executive Budget) for U.S. Department of
Agriculture Program

GREAT PLAINS CONSERVATION PROGRAM

For necessary expenses to carry into effect a program of conserva-
tion in the Great Plains area, pursuant to section 16(b) of the Soil
Conservation and Domestic Allotment Act, as added by the Act of
August 7, 1956, as amended (16 U.8.C. 590p(b)), $25,271,000, to remain
available until expended. (16 U.SC. 530pbX7). (7 US.C. 2201-02;
Agrweulture, Rural Development, Food and Drug Admunstration, and
Related Agencies Appropriations Act, 1992.)

Program and Financing (I thousands of dollars)

Wetificaton code 12-2268-0-1-302 199) actual 1992 est 1993 st
Program by activities:
[hrect program.
0001 Cost-shanng assistance .. AR - 14,382 17.868 16,179
0002 Cost-shanng and contract 2,718 2,908 2,808
0003 Techmcal assistance .. . .. 5,905 6,183 6,183
0091 Tatal divect program e 23,065 26,960 25211
0101 Reimbursable program L. 13 20 20
10.00 Total obligations . .. P, 23,078 26,980 25,291
Financing:
2140 Unabiigated balance avalable, start of year. ... .... -1 -1689 ... ...
2440 Unobligated balance avaitable, end of year 1689
3900 Budget authenty (gross) 24,650 25291 2529
Budget authorty
Current
4000 Appropnation 24637 2521 2521
Permanent
6800 Spending authonty from offsetting coilections
(new) 13 20 2
Relation of obligaions to cutlays
7100 Total obhgations 23,078 26,980 25,291
7240 Obhigated balance, start of year 36,495 3751 41843
7440 Obhgated balance, end of year 37511 41843 41808
8700 Qutlays (gross) 22,062 22648 25326
Adpustments to budget authonty and outlays
Deductions for offsetting callections
8800  Federal funds . .. —13 —16 -16
8840 Non-federal sources —4 -4
8890 Total, ofisetting callectians -3 -0 -2
8900 Budget authortty (net) 24837 2320 %
9000 Outiays (net) 22,048 22,628 25,306

Source: Budget of the United States Government, Fiscal Year 1993, “Detailed Budget Estimates,”
p. A1-288.
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Figure 1V.2: Example of Program and Financing Schedule Preceded
by Appropriations Language (Executive Budget) for Department of
Defense Program

OPERATION AND MAINTENANCE, Navy REsERVE

For expenses, not otherwise provided for, necessary for the oper-
ation and maintenance, including training, organization, and admims-
tration, of the Navy Reserve; repair of facilities and equipment; hire
of passenger motor vehicles; travel and transportation, care of the
dead; recruiting; procurement of services, supplies, and equipment;
and communications; [$825,500,000] 852,700,000 (10 US C 262, 276,
503, 1481-88, 2110, 2202, 2231, 2233a, 2631-34, 5013, 5062, 5251, 6022,
Department of Defense Appropnations Act, 1992; additional! authoriz-
wng legislation to be proposed.)

[For an additional amount for “Operation and maintenance, Navy
Reserve”, $28,300,000 3 (Dire Emergency Supplemental Appropriations
Act, 1992)

Program and Financing {in thousands of daflars)

Kentdicabon code 17-1806-0-1-051 1990 actuat 1992 081 1993 est

Program by actwities:
Direct program

0001 Mission tarces 924406 777233 774582
0002  Depot mamlenance 85,675 93,457 71,116
0003  Other support .. 6,632 63810 7002
0091 Total durect program 1016713 877500 852.700
0101 Rembursable program 26455 19,562 20,262
1000 Total obligations . . 1,043,168 897,062 872,962
Financing:
2200 Unobhigated balance transferred, net ~3700
2500 Unobligated balance expining “ 5317
3800 Budget asthonty (gross) 1,048,485 833,362 872,962
Budget authanty
Current.
4000 Appropration 998,000 825500 852,700
4200  Transferred from other accounts 24,030 43300
4300 Appropnation (total) .. B 1,022,030 873,300 852,700
Permanent
6800 Spanding authonty from offsetting collactions
(new) - . 26,455 19562 20,262
Relation of obligations to outlays
7100 Total obitgations . B 1,043,168 897,062 872,962
7240  Obligated balance, start of year 461,988 501,501 481,551
7440 Obligated balance, end of year —500,501 —481551 —485376
7700  Adjustments i expired accounts — 26,656 -
8700 Outlays (gross) 976,999 917,012 859,137
Adyustments to budget authorty and outlays
Deductions for offsetting collections
8800  Federal funds . . . - - -24619 18116 18764
8830 Trust funds -2 “
8840 Non-Federal sources -18l4 1446 1498
8890 Total, offsetting collections N -26455 -19.562 20,262
8900 Budget authonty (net) 1022030 873300 452700
9000 Outiays (net) . 950,544 897450 83885

Source: Budget of the United States Government, Supplement, Fiscal Year 1993, “Detailed Budget
Estimates,” p. Two-32.
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Index of Terms

A

Account, 4
in the President’s Budget, 4
in Treasury's Annual Report Appendix, 7
Accounts
for purposes other than budget presentation, 7
listed in the standard general ledger, see Standard General Ledger Chart
of Accounts
payable, 8
receivable, 9
Accrual basis, 19
Accrued expenditure, see Expended appropriations
Activity, see Budget activity or Program, project, or activity
Adjustment
for changes in concepts and definitions, 9
for changes in inflation, 9
for special allowance for discretionary new budget authority, 10
for special outlay allowance, 10
Adjustments
to discretionary spending limits (Budget Enforcement Act Term), 9
to maximum deficit amounts (Budget Enforcement Act Term), 10
Administrative division or subdivision of funds, 11
Advance, 11
appropriation, 11
funding, 11
Agency, 12
debt, 37
mission, 12
Allocation, 12
Allotment, 13
Allowance, 13
Amendment, see Budget amendment
Annual authority, see One-year authority
Antideficiency
act, 14
act violation, 14
Appendix to Treasury’s Annual Report, 15
Apportionment, 15
Appropriated entitlement, 15
Appropriation
act, 16
limitation, see Limitation
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Appropriations, 21
As-used adjustment, 10
Asset, 16
Asset sale/loan prepayment, 16
Authority to borrow, see Borrowing authority
Authorization, see Authorizing legislation and Substantive law
Authorizing
committee, 17
legislation, 17
Automatic spending increase (Budget Enforcement Act Term), 17
Availability for new obligations, 24

B

Backdoor authority/backdoor spending, 18
Balanced budget, 18
Baseline, 18
Bases of budgeting, 19
Basic law, see Authorizing legislation and Substantive law
Biennial budget, 20
Borrowing authority, 22
Breach (Budget Enforcement Act Term), 20
Budget
account identification code, see Identification code
activity, 20
amendment, 21
authority, 21
deficit, 39
enforcement act, 24
documents, see Appendix I
estimates, 25
outlay, see Outlay
Preparation System (BPS), 25
receipts, see Governmental receipts
resolution, see Concurrent Resolution on the Budget
scorekeeping, see Scorekeeping
surplus, 79
update, 256
year, 47

Page 134 GAO/AFMD-2.1.1. Budget Glossary



Index of Terms

Budgetary
reserves, 25
resources, 26
Budgeting in relation to totals, 20

C

Capital budget, 26
Cash or cash equivalent basis, 19
Category of discretionary spending (Budget Enforcement Act Term), 26
CBO baseline, 18
Closed account, 26
Cohort, 27
Collections, 27

credited to appropriation or fund accounts, 28
Commitment, 29
Committee allocation, 30
Comparative statement of new budget authority, 30
Composite outlay rate (Budget Enforcement Act Term), 30
Concurrent Resolution on the Budget, 30
Congressional

budget, 31

Budget Act, 31
Constant dollar (Economics Term), 32
Consumer Price Index (CPI) (Economics Term), 32
Contingent liability, 32
Continuing appropriation/continuing resolution, 23
Contract authority, 22
Cost, 33
Cost-benefit analysis (Economics Term), 33
Cost-effectiveness analysis (Economics Term), 33
Countercyclical policy (Economics Term), 33
Credit

budget, 34

program account, 35

reestimates, 34

reform (Budget Enforcement Act Term), 34

reform act accounts, 35

subsidy cost, 35
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Current (Budget Enforcement Act Term), 35
authority, 24
dollar (Economics Term), 36
level estimate, 36
services estimates, 36

year, 47
D
Debt
federal, 37
held by the public, 38
service, 38

subject to statutory limit, 38
Deferral of budget authority, 38
Deficiency
apportionment, 39
appropriation, 39
Deficit, 39
sequestration report, 75
Deficit-reduction sequestration, 74
Definite authority, 22
Deflation (Economics Term), 40
Deflator (Economics Term), 40
Deobligation, 40
Deposit fund accounts, 7
Depreciation, 40
Determination of amount, 22
Direct
loan, 40
loan obligation, 41
spending authority (Budget Enforcement Act Term), 41
Discount rate (Economics Term), 41
Discretionary, 42
appropriations (Budget Enforcement Act Term), 42
sequestration report, 74
spending limits/spending caps (Budget Enforcement Act Term), 42
spending sequestration, 73
Duration, 22
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E

Earmarking, 43
Emergency
appropriation (Budget Enforcement Act Term), 43
legislation (Budget Enforcement Act Term), 43
Entitlement authority, 44
Excess deficit (Budget Enforcement Act Term), 44
Exempt programs and activities (Budget Enforcement Act Term), 44
Expended appropriations, 45
Expenditure, 45
transfer, 81
Expense, 45
Expired
account, 46
budget authority, 24
Extensions of budget authority, 23

F

Federal
agency, see Agency
budget documents, see Appendix I
debt, see Debt, federal
fund accounts, 4
intrafund transactions, see Intragovernmental transactions
Feed and Forage Act, 46
Feeder account, 46
Final sequestration reports, 76
Financing
account, 35
tranche, 46
Fiscal
policy, 46
year, 47
Fixed appropriation account, 47
Foreign currency fund accounts, 7
Forms of budget authority, 21
Formula grant, see Grant
Forward funding, see Multiple-year authority
Full funding, 48
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Functional classification, 48

Fund
accounts, see Account in the President’s budget
accounting, 48

Fal

o

General

fund accounts, 5

fund expenditure account, 5

fund receipt account, 5
GDP deflator, see Implicit price deflator
Government-sponsored enterprise (GSE), 49
Governmental receipts, 27
Gramm-Rudman-Hollings (GRH), 49
Grant, 49
Gross

basis of budgeting, 20

Domestic Product (GDP) (Economics Term), 50

federal debt, 37

National Product (GNP) (Economics Term), 50
Guaranteed

loan, 50

loan commitment, 51

H

High employment budget (Economics Term), 51

I

Identification code, 51

Implicit price deflator (GDP Deflator) (Economics Term), 51
Impoundment, 52

Incremental funding, 52

Indefinite authority, 22

Inflation (Economics Term), 52

Inflator, 52

Insured loans, see Guaranteed loan

Interfund transactions, see Intragovernmental transactions
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Internal control, 52
Intrabudgetary transactions, see Intragovernmental transactions
Intrafund transactions, see Intragovernmental transactions
Intragovernmental

fund accounts, 5

revolving fund account, 5

transactions, 28

J

Joint resolution, 52

L

Liability, 53
Limitation, 53
Line item, 54
Line-item veto, 54
Liquidating account, 35
Liquidation of contract authority, see Contract authority
Loan
guarantee, see Guaranteed loan
insurance, see Guaranteed loan
Look-Back (Budget Enforcement Act Term), 54
Low-Growth report (Budget Enforcement Act Term), 55

M

M account, 55
Management fund account, 6
Mandatory, 55
spending, see Direct spending authority
Margin (Budget Enforcement Act Term), 56
Maximum deficit amount (Budget Enforcement Act Term), 56
Means of financing, 56
Merged surplus account, 57
Mid-year review, see Appendix I, “Phase I: Executive Budget
Formulation” (July 15)
Mid-session review of the budget, 57
Mission
agency, see Agency mission
budgeting, 57
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Mixed-ownership government corporation, 57
Monetary policy (Economics Term), 58
Money supply (Economics Term), 58
Monthly Treasury Statement (MTS), 59
Multiple-year authority, 23

Multiyear budget planning, 59

N
National
income and product accounts (Economics Term), 59
needs, 60
Net
basis of budgeting, 20
present value, see Present value
New

budget authority, 60
obligational authority, see Budget authority
spending authority, 60

Nonbudgetary, 60

Nonexpenditure transfer, 82

No-year authority, 23

o

Object classification, 61

Obligated balance, 61

Obligation limitation, see Limitation
Obligational authority, 61

Obligations
basis of budgeting, 19
incurred, 62

Off-budget, 63
federal entity, 63

Offsetting
collections, 27
governmental receipts, 29
receipts and collections, 22
receipts, 28

On-budget, 63
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One-year (annual) authority, 22

Open-ended programs and fixed costs, see Discretionary, Mandatory
Outlay, 63

Outyear, 64

Oversight committee, 64

P

Pay-as-you-go (Budget Enforcement Act Term), 64
sequestration, 74
sequestration report, 75
Performance
budgeting, 64
measurement, 64
Period of availability, see Duration
Permanent
authority, 24
indefinite appropriations, see Permanent authority
Point of order, 65
Prepayment of a loan, see Asset sale/loan prepayment
Present value (Economics Term), 65
Preview reports, 75
Prime rate (Economics Term), 65
Prior year, 47
Prior-year outlay, see Outlay
Producer price indexes (Economics Term), 65
Program, 66
and Financing Schedule, 66
evaluation, 66
project, or activity (PPA) (Budget Enforcement Act Term), 66
Project grant, see Grant
Projections, 67
Proprietary receipts from the public, 29
Public
debt limit, see Debt, federal
debt, see Treasury debt
enterprise revolving fund accounts, 5

R

Real economic growth, 67
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Reapportionment, 67
Reappropriation, 23
Receipt
accounts, see Account in the President’s budget
clearing accounts, 8
Receipts, 63
Recession (Economics Term), 68
Reconciliation, 68
bill, 68
instruction, 68
resolution, 69
Reimbursement, 69
Reimbursements, 28
Relatively uncontrollable, see Mandatory
Reobligation, 69
Reprogramming, 69
Required outlay reduction (Gramm-Rudman-Hollings Term), 70
Rescission, 70
bill, 70
Reserves, see Budgetary reserves
Resolution, see Concurrent resolution on the budget
Restoration, 71
Revenue, 71
Revolving
fund account, see Intragovernmental fund account
fund collections, 28
Rollover, 71

S

Scorekeeping, 71

Seigniorage, 72

Sequester, see Sequestration

Sequesterable resource, 73

Sequestration (Budget Enforcement Act Term), 73
reports (Budget Enforcement Act Term), 74
reports classified by content, 74
reports classified by timing, 75
update reports, 76

Servicing of debt, see Debt service

Special
fund accounts, 5
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fund expenditure account, 5
fund receipt account, 5
rules (Budget Enforcement Act Term), 76
Spending
authority, 77
committee, 77
Spendout rate/outlay rate, 77
Standard General Ledger Chart of Accounts, 77
Standardized Employment Budget (Economics Term), 78
Statutory debt limitation, see Debt subject to statutory limit
Structural deficit, 78
Subfunction, 78
Subsidy, 78
Substantive law, 78
Successor account, see M account
Supplemental appropriation, 79
Surplus, 79
Suspense account, 79
Suspension of sequestration procedures, 79

T

Tax, 80
credit, 80
deduction, 80
expenditure, 80
expenditures budget, 81
Technical and economic assumptions, 81
Timing of legislative action, 24
Total deficit, 39
Total surplus, 79
Transfer, 81
appropriation accounts, 8
payment (Economics Term), 82
Treasury
bill, 82
bond, 83
borrowing, see Debt, federal
debt/public debt, 37
note, 83
security, 82
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Trust
fund accounts, 6
fund expenditure account, 6
fund receipt account, 6
revolving fund account, 6
U

Uncontrollables, see Mandatory

Undelivered orders, 83

Undistributed offsetting receipts, 83
Unemployment rate (Economics Term), 83
Unexpended balance, 62

Unexpired budget authority, 24

Unfilled customer orders, 84

Unified budget, 84

Uniform reduction percentage (Budget Enforcement Act Term), 84
Unliquidated obligations, see Undelivered orders
Unobligated balance, 62

Up-to-date (Budget Enforcement Act Term), 84
User fee, 85

Vv

Views and estimates report, 85

W

Warrant, 85

Wholesale price index, see Producer price indexes
Wholly-owned government corporation, 86
Within-session sequestration report, 76

Working capital fund, 86

(935086)
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